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Until 1875 the currency in North Gernany mas the thalers 

1 ttialsr - 30 groschan « 360 p-fannigs 
Tha prevailing monetary unit in South Germany was the 
gulden. In 187S the nark ttas Introduced, at the rates 

1 thaler — 3 marks 
1 gulden = 2 marks 
1 mark • lOO (nsM) pfennigs 
The international exchange rates were, at pre-war paritys 
1 thaler = 3 marks = 3 English shillings = 3.75 francs 
1 mark = 10 groschen = 1 English shilling = 1.2S francs 
Z have used thalers or marks depending on the context | 
thalers can easily be converted to marks by multiplying by 
three. 
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I- Introduc±iiin 



A. Subject o-f the Thesis. 



In a rmcmnt article (1986), Richard Tilly has rvfarrad 

to universal banking as 

That successful combination of comnsrcial and 
investment banking activities so Hell exeeplified 

by the operations of such large Berlin banks as the 
Deutsche Bank or the Di sconto-Gesellschaf t in the 
decades before World War One.* 

The arguflient of ey thesis is that universal banking, as 

exeepli-fled by the Diseonto Oesel 1 schaf t , Mas by no neans 

successful in fostering Germany's industrial developnent. 

The DiscontoHSesellscha-ft lent readily to pcsorly run 
companies, such as the Dortmunder Union, and reluctantly if 
at all to well run coepanies such as Krupp. Closely 
connected withthis question is the degree of control Mhich 
Gernan banks are presumed to exercize over industrial 
companies.' I propose to shOM, in particular In the case of 
the Qelsenkirchener BergMerks->Actien-6esellschaf t« that 
competently run companies enjoyed as much Indspendonco as 



1. Richard H. Tilly "Berman Banking, 18Sa-1914t 
Development Assistance for the Strong" ini The Journaj, 
of European Economi c History (Rome. 1986) p. 113; I 
would like to thank Dr. P.K. O'Brien of St. Antony's 

College, Oxford, for bringing this article to my 
attention. 



2. Georg Bernhard , Meister und Di 1 ettanterjain Kapitalismus i,ifi 
Reiche der Hohenzoller n (Amsterdam, 1936) pp. 111-114; 
V.I. Lenin, Imperialism, the Highest Staoe of Capitalism 
CNoscoM, 1978) p. 45 Cechoing the view of Rudolf 
Hilferding); Rudolf Hilferding, Finance Capital. A Studv of 
the Latest Phase of Capitalist Development sd. Thomas 
Bottomore, trans. Horris Natnick and Samuel Bordon (London, 
1981) pp. 94-95; cf. the more sensible remarks in Werner E. 
nosse , Jews in the German Economy; the German-Jewish 
Economic Elite 1820-1935 (Oxford, 1987) p. 262. 
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th«y could wish I •von if they wmr» Mholly dopendent can ana 

bank for thair financial raqui r e aa n t»| coapanias in troubla* 

on the other hand. Mere Largely at the aercy o-f the banks. 

Thia ia no diffarant fron othar countriaa, Mhara banka can 

only be coiapanies' creditors; I nnant to aaphasize that 

although Garaan banka could and did take aquity stakaa in 

cllant coapaniaa, OMnarahip did not au t oaat i cai ly translate 

into control. 

B. Pravioua Diaeuaaion of Uiivaraal Banka, 

Most Nriters on Geraan econoaxc history have assuaad 

that univarsal banka playad a aajor rola in tha rapid groMth 

of Garaan industry in the nineteenth century. Sir John 

Claphaa saySf "In no country had the alliance of banking and 

induatry becm cloaer," and quotes Mith approval the reaarka 

of Johann Jacob Schuster, a director of the Oreadner Bank, 

before the banking inquiry of 19061 

In Germany our banks are largely responsible for 
the developaant of the Eapire, having fostered and 

built up its industries .... To them, aiore than 
to any other agency may be credited the splendid 
results thus far realized.* 

Milliaa O. Henderson has echoed these sentiaents, eritingB 



The credit banks undoubtedly fostered Gereany's 

industrial expansion. It was with their help that 
money was raised -for state and municipal loans, for 
the cfsapletion of the railway ncttwark, for the 
construction of public Morks, for the 
establishment of new mining and manufacturing 
enterprises and for the promotion of shipping and 
overseaa trade. ^ 



3. John H. Claphaa, The Economic develanaaf^t of Fr^ee and 
Bmrmmnv. 1813-1914 (Caabridge, '•1936> p. 390. 

4. Milliaa O. Handeraon, Jh^ R^ffft ffif Barfi#fi ^r}^^9%r\q^\ V^mr 
lB34-i914 CLondon, 1975) p. 129. 
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Itertin Kitchm ham Mrittan of thm 1890 'st 



Banks played an impcartant role In th»s» critical 

years. Although the anount o-f share capital tlMiy 
controlled was by no means overMhelming, it was 
inportant, and without short-term bank loans few of 
tha great Gernan -firnB could have expanded so fast 
or have survived the depression . . . Bankers were 
on many important boards and the beginnings of the 
close association of bank capital and industrial 
capital , which is so characteristic of Germany by 
the late nineteenth century, can clearly be 
del ineated.* 

These authors are reflecting a debate about universal banks 

Mhich took place in 6ermany at the turn of the century. By 
"universal banks'*, I understand banks Mhich coMbine the 
"irregular" banking functions of investeent banks, 
especially securities under »<iri ting but also stock and share 
brokerage, Mith the "regular" functions of coeesrcial 

banking, such as current accounts, deposit taking, and 

extending accoiieodation through discounting bills of 
exchange. There is naturally some overlap, but a Oeraan 
universal bank can best be understood as a bank combining 
the functions of Barclays Bank and N. H. Rothschild. A 

result of the debate has been that nearly every writer uses 
his own term to refer to universal banksi Ernst Battler, 
Paul Model, and Ernst Loeb call them Ef f ektenbanken 
("securities banks") | Adolf Meber and Otto Lindenberg call 
them "speculation banks"; Otto Jeidels, arguing that the 
most important element of these banks is not their 
securities operations, but their current account lending, 
calls them "credit banks", and is followed in this by Hugh 



5. Martin Kitchen, The Political Economv of Qermanv 1815- 
1914 (London ti Hontreal , 197B> pp. 
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N«ubiirg«r and Houston Stokosi Richard Tilly says this is 
nonssnsSf bscausa all banks SNtsnd cradlt, and calls thM 
"aixad banks". Mc also find the expression '*CrMit 
Habillsr banks* vMhicti I prafsr, bocauss it links tlws* banks 
to thsir origins, but I have chossn "universal banks" 
bacauss this •Kprassion is currently usad by ths banks 

Ths aarliast coamants on univarsal banks Nars critical 
onssi as car ly as 18SB HaM Mirth nuabarad tha CrMit 
Mobilier, the Darmstddter Bank, and the Austrian Cradit- 
Anstalt aaong tha aoat unsound banks in Europa.* Tha Bar 1 in 
profassor of national aconoay, Adolf Wagnar, and his pupils 
" Ernst Sattlsr* Paul Modal f and Ernat Loab - Mara aaong tha 
fiarcast critics of univarsal banks, sinca thay fait that 
universal banks put saall daposi tors' funds at risk by 
invasting in unsound industrial vanturas.'^ Tha turning 
point in this debate came in 1902 when Adolf Weber published 
his Habi 1 i tati onsschr i ft (a typa of aacond doctoral 

dissartation) pgpw^itnbtnKtn wti 8pthwAi»tigntlginKOT- 

Nharaas Adolf Magnar and his folloMars had confinad thair 
attantion to Oaraany and pointad out tha risks Inherent In a 
systsfli of univarsal banks, Adolf Mabar contrasted English 
banks of daposi t with Baraan spaculation banks - ha 
intentionally used the derogatory tera "spaculation" in a 
positiva Sanaa. Waba r arguad that tha Garnan aconomy had 

6. HsK Uirth, flMChichtB tflT HjOdrttfytBOT CFWcf.^^'^iaTO) 
pp. 2B1-298. 

7. Paul Model , Die orossen Berliner Ef f ehtenbanken (Jana, 
1896) (aditad by Ernst Loab and introducad by Adolf Magnar) • 

4 

Copyrighted matBrial 



out per -formed the British economy in recent years because o-f 

the difference betMeen the two countries' banking systems. 

Summing up his views, Weber even argued that a common view 

(held by Jeidels, Ger schenkr on , and Neuburger and Stokes, 

among others") that German universal banks favoured heavy 

industry at the expense of export industry was mistaken: 

I want to emphasize that it is a particular 
advantage of the German banking system that it is 
closely linked with industry and commerce and feels 
solidarity with them. The brilliant development of 
our industry and our foreign trade would have been 
unthinkable without the active and devoted 
intervention of the great deposit and speculation 
banks. While English industry has often been 
dependent for its capital needs on the mood of the 
moment, the German banks have followed a generous 
industrial policy since the first days of their 
existence .... From 1887 to 1912 German foreign 
trade increased by 225%, the trade of the "central 
shop of the world". Great Britain, by only 1137.; no 
one who is acquainted with the circumstances will 
be able to deny that the German banks contributed 
their fair share to these successes.^ 

Weber thoroughly researched the matter, reading numerous 

annual reports and company histories, as well as the 

secondary literature, yet he never mentioned the two cases 

which I think show the German banking system at its weakest, 

namely Krupp and the Dortmunder Union. Admittedly the early 

financial history of Krupp was not known in 1902; but the 



8- Otto Jeidels, Das Verbal tnis der deutschen Grossbanken 

zur Industrie mit besonderer Berucksichtiqunq der 

Ei seni ndustr i e (Leipzig, 1905> pp. 270-271 (= Gustav 

Schmoller and Max Sering, eds. , Staats-|und 

soz i al wi ssenschaf 1 1 i che For schunqen . vol. 112) 

Hugh Neuburger and Houston H. Stokes "German Banks and 

German Growth: An Empirical View" in: The Journal of 

Economic History (New York, September 1974) vol. 34 p. 729. 

9. Adolf Weber, Deposi tenbanken und Spekul at i onsbanken . Ein 
Veroleich deutschen und enqlischen Bankwesens (Munich, 
Leipzig, =1922) p. 356. 



CAM of thm DortflNJUMtar Union ai4)pliwl mich of thm 
anusunltion for Otto Lindenberg's polenic against the 
Disconto-BMOllschaft in 1903, FQnfgia Jmhra a— chieht» 
■iriT Soakulationsbank . Weber can also be very selective in 
tho facts he discussMi he trim to shOM tho stability of 
6arman imlwrsal banks by citing thm share pricas of tho 
Dsutschs Bank and the Discontc»->6sssllschaf t during ths 
crisis of 1901, yst doos not cits ths shars pries of ths 
Dresdner Bank, »«hich Mas very seriously affected.*** 
Although Habsr's bcMsk is a nsl I - r sss a rchsd and Msll-argusd ^ 
thesis, I think it has Meaknesses »«hich makes it far front 
the last Mord on the subjsct. 

Othsr MTitsrs on universal banks folloMsd in Nsbsr's 
footsteps. Otto Jeidels' work on the relationship betiisa n 
banks and industry is nore descriptive than a contribution 
to the debate. Johann Plenge, hoMever, Mrote a still 
classic re-appraisal and defence of the French Crddit 
nobilier, and in his introduction to later editions said 
that his contribution Mas part of the defence of universal 
banks argued by Weber, himself, and Jacob Riesser.** 
Riesser Mrote what is still the aost authoritative Mork on 

10. Nsber, Peoositenbanken und apekulationsbanken p.9. 

11. Otto Jeidels, Das Verhaltnis der deutschen Brossbanken 

Ei seni ndustri e (Leipzig, 1905> (= Gustav Schmoller and Max 
Sering, eds. , Staats- und sozialwissenschaf tliche 
For schunqen vol, 112) ■ 

12. Johann Plenge, Brundunq und Geschichte des Credit 
Hobilier. Zwei Kaoitel aus AnQlaaebanken. eine Einleituno in 
die Theorie des flnlaoebankoesehaftea (TQbingen, 1903>. 
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Barman banking.^* RiasMr Mas a nanbar of tha aanagaaant 

( Vor stand ) of the Bank f(ir Handel und Industrie (the 
Darastadt ar Bank> , and auch of tlia book is Mrlttan froa tha 
vleMpoint of soaaona defending the univereal. banks againet 
their critics. Riassar doas aantion tha casa of Krupp, but 
disaissas it by saying that in its aarly period Krupp Mas 
never a very large company.^'* (I think this raaark is not 
valid* bacausa in tha period ia90-1870y whan KTupp had aany 
conflicts with his bankers, Krupp was one of the five 
largest, if not tha largest, aaployars in Bar«any«> 

Criticism of universal banks did continue. Ernst 
Korach aourned tha daaisa of tha private banks and of tha 
private^bank'doainated Frankfurt capital aarkat and 
regretted their replaceaant by Berlin universal banks. ^* An 
unusual critic of universal banks is Paul Hallich, since his 
father, Hermann Wallich, was one of the first directors of 
the Deutsche Bank fPaul Hallich's son, Henry C. Wallich, Mas 
until 1786 a member of the Federal Reserve Board). In his 
book on banking concentration, Mallich said that 
concentration in German banking was becoaing excessive, and 
suggested a break up of universal banks along functional 

13. Jacob Riesser, Die deutschen Grossbanken und ihre 
Konzentration im Zusammenhano mit der Entwickluno der 
Gesamtwirtschaft in Deutschland (Jena, '*1912>. 

14. Riesser, Deutsche Grossbanken p.S note 1. 

15. Ernst Korach , Daa Deutsche Privatbankoesc^h^f t . Studien 
zu seiner Seschichte und heUtioen Stelluna (Berlin, 1910) pp. 

7 
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linM, into ccMMMrcial banks and xnvastMnt banks. Jtm 

collaps* of tho Oaras-UldtcrHilationalbank cm 13 July 1931 

t o spo r arily revived the debate; the American Warburgs 

proposod in August 1931 a privats ssctor roscuo for ths 

Darastddtef — National bank, tmhereby its branch network would 

bo sold to tho Drosdnsr Bank and tho Darostldtsr- 

Nationalbank ttould bscono a pure bangue d affaires . (Ths, 

Marburgs' visM should bs givan particular woight sinco not 

only wars thsy vary skillod flnanciarB, but Paul Warburg, as 

the architect of the American Federal Reserve Systeoi, Mas a 

Major banking thoorotician.l Tho aconooic comnantator Ernst 

Magenann in January 1932 also called for the separation of 

coonorcial froa invostoont banking.'-'^ Thoao roforo 

proposals, howsvsr, led nowhsro. 

Naturally Bsrnan banksrs have not been sIom to praise 

their particular banking systea. Beorg Solassen of the 

Disconto-Besellschaft said in 1716s 

Only because our banks, in addition to taking care 
of the regular business, devoted themselves with 
full powers to raising capital and managing large 
industrial operations, could industry develop on 
the broad basis which is indispensable for some 
Industrial branches, such as railways, collieries, 
ironMorks, and large shipping cbspanies. The close 
connection between banks and industry is precisely 
the basis of the unexampled development which 
German industry has undergone .... Anyone who 



16. Paul Mallich, Pig KgniPgntr^t^On i,t^ cjewtwhtn, Bin.KwBggni. 
Elin B9Ur»a Z\tr eirtCh^<;hte qeqenw»-i;»qyn 
Nirtschaftsoraani sat i on (Stuttgart and Berlin, 1905) p. 168 
(= Munchener Volkswirtschaf tlicha Studien ed. Lujo Brentano 
and Walther Lotz, vol. 74). 

17. Harold James, The Reichsbank and Public Finance in 
Germany 1924-1933; A Study of the Politics of Economics 
during the Great Depression <Frankfurt/nain, 1985> pp. 210- 
211, 302-303. 
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before the war conversed with English or French 
industrialists heard fran theoi again and again the 
complaint that it mas lapoMlbl* for thaa to hmsm 
credits and capital placad at thair disposal -for 
new industrial enterprises as was usual in Geraanyf 
even though both countries for decades vastly 
excMded BmrMny in MMlth of capital.** 

Dr h.c. Hernann Josef Abs has echoed these sentieents, 

dMcrlbing the Bmrmmn banking systMi mm thm envy of all 

other nations. 

Max von Schinckal, a dirsctor of tho Norddautacho 

Bank of Haaburg, and froa 1899 a partnar of tha Dtsconto^ 

Gesellachaf tt has ratailad tha folloMing raaarka froa an 

i ronaast ar froa tha Engl i ah aast coast (Hiddlasbrough, I 

suppose). The Hamburg bank Mas developing iron ore nines in 

northarn ^k>rNay shortly bafora tha First Morld War, and to 

make the venture pay - the ore had to be wrested from frozen 

aarth - it wantad ironworks to conclude ten year contracts. 

The English i ronaast er saids 

We would like to make ten year contracts with 
Sydvar anger; but we do not even know what will 
happen to us in the next few years. Our coapany is 
a family company, our shares are not traded; we 
aust be so careful in our finances that if we ever 
were forced to liquidate, we could always pay our 
aharcrtiolders 100%. But now Belsenkirchen, Deutach— 
Luxemburg and Aug. Thyssen have built such huge new 
technically advanced ironworks on the site of the 
ninatte ore that we will not be able to coapate if 
we do not build similar totally new plants. But wa 
do not have the land to do that; and we lack the 



18. Georg Solmssen, "Das Verbal tnis zwischen 

Industr i eunternehmungen und Banken" in: Solmssen, p^i t^r aae 
zur Dautschan Politik und yirtsehaft 1900-1933. Besaaaelte 
Auf satza und Vortrloa (Hunich and Leipzig, 1934) p. 49B. 

19. Heraann J. Abs, "Konzentrationsbestrebungen ia dautschen 

Bankwesen" ins Gesellschaft fiir Unternehmensgeschichte, sd. 
Die Konz entrat i on in der deutschen Wirtsc h aft seit dere 19. 
Jahrhundert (Wiesbaden, 1978) p. 45 (= Zei tschrif t fur 
Unter nehaansoeschi chte ■ Beiheft 11). 

9 
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manmy •ven more. In Baraiany industry has been abl« 
to grow with revolving credits ( mobilgn Crediten ) 
from the banks; -for fifty years the German banks 
have ploMsd and Manured the industrial soil of 

their country. In England industry has been 
dependent on itself during these fifty years; it 
can only pay for expansion and laprovaoient out of 
its own profits. England has no banks Mhos* bya- 
laws allow then to lend to industry. The 
consequence is that our works are antique compared 
to the Gernan ones and every year our praducticm 
falls behind. That is the reason why MO can only 
invest for the short term.^^ 

I do not agreo Mith tho English ironoaster's OMplanation of 

his industry's problems, and I think his problems lie 
•IsoMherei becauso his company is still a faoily coopany, ho 
has to follow a high profit, high dividend policy and cdtnnot 
finance further dovolopoont out of oarnings. Oa r oan 
industry was more ready to exploit the advantages offerad by 
the Joint-stock form. It is true that the Serman iron 
industry Cas opposed to the coal industry) was dominated by 
family firms, Krupp, Stumm, Thyssen, Stinnes, Rtichling, de 
Mendel, Hani el | but an even more striking development is 
the emergence of the hybrid family enterprise. A core firm 
would remain tinder family control — usually this firm was 
engaged in trading, an activity which consumed little 
capital but could ensure immense control - and the concern 
would then branch out and exert control over Joint'-stock 
allies. Thyssen and Stinnes were particular masters of this 
type of concerni August Thyssen began with the small family 
company Thyssen & Co., and was able to control the 
Gawerkschaft Deutscher Kaiser and the Schalker Brubon- und 



20. Max von Schinckel , Erinnerunoen [Hamburg, 19283 pp. 24SH 
246. 
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HQttanM;«r»in at the beginning of his carsor. Tfm Hani»ls 



operated a trading company in tancteM with their control of 
the Gutehof f nuwigshuttei and the Cologne scrap eetal aarchant 
Otto Holf used his fanily trading conpany of the saom na«e 

as the centrepiece of a concern ««hich included the 
Vereinigte Stahl Marks van der Zypen and the Phoenix, Act 1 en- 
Besellschaft fur Bergbau und Hiittenbetr ieb. As early as the 
1870 's Ns can see the developnent in the Garaan iron 
industry of faaily concerns Mhich include coapanies under 
full faaily control plus Joint-stock coapanies Mhich are 
under the influence of the sane faaily. Through these 
joint-stock companies - and from the 1880 's, through issuing 
bonds on behalf of collieries — the Beraan iron industry Mas 
more successful at supplying its capital needs than its 
English coapetitors."* 

In recent years the debate has revived, carried on in a 
series of articles by High Neuburger and Houston Stokes. 
Using a series of current account figures developed by 
Ekkehard Eistert, they have done an econoaetric analysis and 
concluded that the overall effect of the universal banks Mas 



21m The trading coapanies Mere first set up in the early 

19th century to evade state price controls. Carl-LudMig 
Holtfrerich, Quantitative Wl rtschaf tsqeschi chte des 
Ruhr kohl enberqbaus xm 19. Jahrhundert. Eine 
Fuhrunassektor analyse <Dortmund, 1973) pp. 28-29 
< - U ntersuchunqen zur Wirtschafts , Sozial- und 
Techni kqeschi chte Vol. 1) This concept of the hybrid firm is 
taken froa Merner Nosse, but I think these hybrid structures 
are found in Gentile enterprises, as well as Jewish ones: 
Werner E. Mosse, Jews in the German Economy ; The Berman— 
Jewish Economic Elite 1820-1935 (Oxford, 1987) pp. 134- m. 
As late as 1924 Felix Pinner said that the coal -trading fira 
Mas one of the most profitable sections of the Stinnes 
concerns Felix Pinner, Deutsche Mirtsy:haf tsf u^rer 
(Charlottenburg, 1924) p. 242. 
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nagativ*. TTi«ir approach has baan criticizad by Ralnmr 

Freoidling and Richard Tilly. Fremdling and Tilly -first naks 
tha valid point that Nauburgar and Stokaa hava littla 
understanding of German banking history, since they assune 
that thara Mara no Oaraan Joint-stock banks bsfora 1848, 
thus ignoring tha Bayer ischa Hypothakan- und Machsal-Bank 
(astablishad 1835), tha Laipzigar Bank (founded 1838), tha 
Prausslscha Bank (convortad Into a Joints-stock oparation in 
1846} henceforth referred to as the Bank of Prussia) , and 
tha Anhalt-Dassauischa Landaabank Cfoundad 1846). FraiKlling 
and Tilly also point out that Eistert does not have the 
actual current account figuras, but is back-calculating froa 
the figure for Petal tor en « estimating that half the figure of 
Debitor en is currant account landing. In addition, these 
figures do not take into account how long tha lc»ans mmrm 
outstandings three nonths, siK months or a year or more. 
Freadling and Tilly also take issue Mith Neuburger and 
Stokes' claim that current account credit Mas one of the 
cheapest feres of credit | it actually could prove very 
expensive. Finally, they point out that banks expected 
customers to generate an annual volume of business many 
times higher than the amount of credit outstanding. The 
norm itas a revolving credit arrangeeent. Felix Hecht shoned 
in Mannheim that the banks' debit and credit sides Mere 
almost identical, and this has been confirmed for Cologne by 
Tilly. Fremdling and Tilly concluded by suggesting teo 
approaches to study the question of Berman universal banks: 
Me can either study how individual industrial enterprises 
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raised funds; or we can examine the growth in the money 
supply, the role of central banking, and changes in 
prices. 

Although Neuburger and Stokes' work bears out my own 
arguments, I think their a»ethods are flawed and I have more 
sympathy with the view of Fremdling and Tilly. Fremdling 
and Tilly's point about short-term credit costing more than 
long-term credit is very telling; what made short-term 
credit expensive was not the interest rate (this was often 
very low, which may have led Neuburger and Stokes to think 
this form of credit was cheaper), but rather the numerous 
bank charges levied on opening, continuing, and renewing the 
credit. A correspondence between the Disconto— 
Gesellschaft and the Roumanian Railway Company about a short 
term credit has been preserved, albeit in a pamphlet by an 
anti-Semitic muckraker, PI ack-Podg6rski . Although this is 
a flawed pedigree I accept the documents reproduced in the 
pamphlet as genuine, because internal evidence confirms 
what we know from more legitimate sources: Plack-Podgbrski ' s 



22. Hugh Neuburger and Houston H. Stokes, "German Banks and 
German Growth, 1883-1913: An Empirical View" in": The 
Journal of Economic History (New York, September 1974) vol. 
34, pp. 710-731; Neuburger and Stokes, "German Banking and 
Japanese Banking: A Comparative Analysis" in: Journal of 
Economic History (New York, 1975)^/pp. 238-252; Neuburger and 
Stokes, "German Banks and German Growth: Reply" in: Journal 
of Economic History (New York, June 1976)'fpp. 425-427; 
Neuburger and Stokes, "German Banks and German Growth: Reply 
to Komlos" in: Journal of Economic History (New York, June 
1978) vol. 38 pp. 480-483; Rainer Fremdling and Richard 
Tilly, "German Banks, German Growth, and Econometric 
History" in: Journal of Economic History (New York, June 
1976) vol. 36 pp. 416-424; John Komlos, "The Kreditbanken 
and German Growths A Postscript" and "Rejoinder" in: Journal 
of Economic History (New York, June 1978) vol. 38, pp. 476- 
479 and 483-486. 
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racard* conf ira thm priaportion of landing bat wn thm 
Disccsnto-Gesellschaf t and Bleichrod^ to the Rounanian 
Rail May Coapany, naaaly 2tl, Nhich na kncM of froa Fritz 
Stnrn. The ccxrespcxidence betiMeen tha Disconto— 
Basal lsct«aft and tha Rouaanian Rail nay Coapany g pra aa rvad in 
this paaphlat, consists of six 1 attars wittan ba tn aa n 
August and Oacaabar 1872, discussing cradits aounting up to 
10 ail lion aarks. Tfia taras wara as follOMst tha intarast 
rata Mas 6X pcrr annua, the Disconto-6asallsch«f t also 
chargad a 4mm of 4X to opan tha credit « and charged a 
aonthly -fee o-f ^/^X so long as the credit continued) but in 
tha casa c»f tha aaargancy lc»ans of two aonths oNtandad in 
October 1872, tha Disconto-Basallschaft chargad a aonthly 
faa €tf 2Xm Four ail lion aarks of these loans eara secured 
by estates which had foraerly belonged to Strousberg and 
Mere now aortgaged to the Rouaanian Railway Coapany | tha 
reaaindar appears to have been unsecured. So although the 
interest charged could be fairly low, the nunerous fees 
could aake short tera credits extreaely enpensive.** 

I think Freadling and Tilly are correct to amphasiza a 
further flae in the reasoning of Neuburger and Stokes, 
naaely they assuae that current account lending Mas tha 
aajor May Gernan industry raised funds. Nauburgar and 



23. Rudolf Plack-Podg6rs|<i, Pharisaer und Heuchler. oder die 
Leuehten dee dautsehen Parlaaenta und die StOtzan dee 

Staates. Beschildert nach dem Ahlwardtschen Aktenroaterial 
und anderen Ouellen als eine Erganzuno seiner fiffentlichen 
Anklaoen im Deutschen Reichstage unter Mortoatreuem Abdruck 
von Akten und Beleqen (Berlin, ="C18933) pp. 40-43, 49. Frit* 
Stem, Gold und Iron; Bismarck. Bleichr cider and the Buildinn 
of the Seripan Eeoire (New York, 1977) p. 368. 
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StoksB arm soMMhat «islMding in tlwir roply to this 

criticism. They say that it Mas a practice "well known in 
banking and industry drclas of tho psriod" and cits ths 
•vidanc* o-f Otto Jeidels* leading flgur* in th« Bmrliwtmr 
Handel s-G«ssllschaft for sany years''.^'* Mhat Neuburgsr and 
Stokes do not say is that they are quoting froai Jeidels' 
dissertation, which he published before he Joined the 
Berliner Handel s-fiesellschaft. To be sure, Jeidels was, 
with Paul Wallich, part of the jeunesse dor6e of the German 
financial coaniunityt and probably did have insights into the 
working of Berlin banks which were unknown to the laity. 
But it is misleading to cite the evidence of a dissertation 
largely based on published sources as though it is the 
evidence of an experienced bank director, based on his 
personal impressions over nany years. Neuburger and Stokes 
also quote Jeidels selectively. Although they cite his 
renark that turning current account credit into -fixed 
capital cannot "be described as an irregular or abnormal 
manipulation'*, they do not refer to his other remarks where 
Jeidels makes it clear that this is by no means the standard 
may to raise funds. ^ Current account credits also 
introduce some interesting biases into the evidence. 
Neuburger and Stokes suggest that the reason for the poor 
performance which resulted from the banks* current account 
lending was because the banks lent too oiuch to heavy 

24. Fremdling and Tilly, "German Banks" p. 418; Neuburger 
and Stokes, "German Banksi Reply" p. 425. 

25. Jeidels Brossbankan und Industrie pp. 17-19, 46, 121. 
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industry, and ncit wiaugh to light industry. Yst Otto 
Jaidels makes the point that the choice between raising 
funds through a bank loan or through issuing socuritiss Mas 
iiads according to the type o-f investasntt saiall additions to 
a coopany's activitiss added year in and year out* a Machine 
hare, a nachine there, an OKtension to the factory, the 
initiation of new lines of production typical of the light 
engineering industry of the 1890 's, such as bicycles, 
automobiles (then still a branch of light engineering I 
requiring very little capital), typewriters, cash registers, 
gas motors or turbines Mould be paid for by borrowing froe a 
bank. But the sudden big investments typical of heavy 
industry! the sinking of a coal shaft, the construction of a 
new blast furnace or Bessemer Morks, an electricity dynamo, 
would be paid for by issuing securities. In other words, 
Nsuburger and Stokes assuee that their analysis of 6eraan 
current acccxint lending shows a negative performance because 
auch of this cwrent account lending went to heavy 
industry i yet it is in the nature of current account 
lending, as Jeidels points out, that the figures over- 
represent light industry vis-A-vis heavy industry.** 

Another bias which current account figures introduce 
into the evidence is that companies Mhich are so 
unsuccessful that they can never be introduced onto the 
stock SK change will be dependent on current account 
lending. This can introduce the bias that the companies 

26. Jeidels Brossbanken und Industrie p. 46. 

27. Jeidels, Qrossbanken und Industrie pp. 123-126. 
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in a bank's current acccsunt ''portfolio" undarporf or« a 
si all ar portfolio nada up of all the companies on the German 
stock exchanges. Unfortunately there Is no May we can test 
this theory, since Me have no evidence of any bank's current 
account portfolio. But it is possible that there is an 
inherent bias in the material used by Neuburger and Stokes 
Mhich prcaduces their calculation of a negative performance 
by German universal banks. 

I also have misgivings about Neuburger and Stokes 
exclusion of agricultural output from their calculations, on 
the ground that German universal banks did not lend to 
agriculture; many banks, like the Oresdner Bank and the 
Hallescher Bank-Verein, lent substantially to ancillary 
industries of agriculture, most notably sugar beet refining, 
and Kleine has even said of the Hallescher Bank-Verein that 
its earnings fluctuated in line Mith the harvest.** 
Finally, by making current account borroMing the centrepiece 
of industry's fund-raising activity, Neuburger and Stokes 
(and Tilly) give it an importance which it did not have 
during much of the nineteenth century. Par Aktion^ did say 
in 1902 that often 20 to 40% of industrialists' working 
capital Mas raised by borroMing from banksi but thmsa 
companies Mere regarded by conservative financiers as 
overgeared and unstable. Industry raised its funds from 

28. Jeidels, Grossbanken und Industrie , p. 176; Karl 
Kleine, Die Entwicklunq des Hal leschen Bankqgwer bes (Jena, 
1910) p. lOB (■ Sammlunq nati onal cpkonomi scher und 
Statist! scher Ab handl unpen des st aatSMissenschaf tlichen 
Seminars in Halle a. jl. £. , vol. 62). 

29. Jeidels, Grossbanken und Industrie, p. 42. 
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nuMTCMis sourcMi thm acmt iaportant aourc* mmm ploitinv back 

•arnings, but industry also tapped venture capital froB 

r»l«tivM and -friacidSy tha atoek aarkatf iaauing bill* of 

exchange (accomaadation paper) , even Pf andbrief e (a peculiar 

typa of Baraan aortgaga bend) , as viall aa borrowing on 

currant accoitfit. 

The aost racant article concerning this question is by 

Richard Tilly, and aakes use of portfolio theory. Portfolio 

theory attempts, aatheaatically , to construct the ideal 

portfolio Mhich will Minimize risk and aaxiaize yield. 

Tilly first constructs an ideal portfolio for the German 

econoay. He then tries to estlaate the current account 

portfolio of the Geraan universal banks, 1883^1913, and 

shoMS that this portfolio was vary close to the ideal Baraan 

portfolio. As I have said above, however, we have no record 

of any universal bank's current account portfolio, and the 

assuaptions which Tilly aakes in cenatructlng the proxy for 

this portfolio tend to vitiate his analysis. Tilly uses 

annual reporta for new iaaues introduced on the Berlin 

stock exchange, 1883—1913, and argues as follows! 

"It is Mell known that most o-f these issues were 
intermediated by the larger Berlin banks. It is 
also well established that the prespecrtlve success 

of such issues had a fairly close relationship with 
the current account credits the banks were willing 
to advance. There are thus grounds for arguing 
that the sectoral distribution of new issues in the 
Berlin market not only reflects the pattern o-f 
banks' promotional and issue services - and hence 
the pattern of asset holding they felt their 
capitalist customers were willing to endorse - but 
also the broad structure of their most important 
earning asset, their current account advances. At 
the very least, the sectoral pattern of overall 
bank support was bound to resemble the long— run 
pattern of new issues even though, given the 
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banks' intermediary function of rlsk-bsaring 
discrepancies «t particular points in tiM Merc to 
be expected. 

Theee asstmptionB are di-fficult to Justify. Tilly rMwrks 
further doMn that private banks were ''disproportionately 
engaged in security dealings", and chief anong these 
activities Mas underwriting new issues} for the period 1883- 

1896 all Tilly's statistics may be showing is the skill and 
subtlety of private banks in selecting the right sectors to 
introduce to the bourse. From 1897 the Viertel jahrshef te 
zur atatistik des Deutschen Reichs publish the naees and 
amounts of new issues admitted to quotation on the Berlin 
Stock EKchange, with the names of the institution or 
individual Mho applied for this to the Stock Exchange's 
Zul assunosstel 1 e. But this still does not give us a full 
listing of the members of the underwriting consortia! nor 
are the quotas within the consortia broken out. Me have no 
way of telling how much capital for the Loewe electrical 
companies came from the Di &conto-6esel Ischaf t , and hoM much 
from S. BleichrSder." Secondly, sectoral idiosyncracies 
mean that banks *^ current account portfolios probably looked 
very different from Tilly's constructions the numerous 
family companies in the iron industry and in the chemical 
industry (which issued little nominal capital, but paid high 
dividends and whose shares commanded extremely high prices) 



30- Richard H. Tilly, "German Banking, 1850-1914: 
Development Assistance for the Strong" ins The Journal of 
European Economic History (Rome, 1986) vol. IS No- 1 p. 134. 

31. Tilly, "German Banking" p. 147; Jeidels, Brosabanken und 

Industrie pp. 174-175. 
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Mka thAt a virtual certainty- In addition« Tilly ha» 

probably undorcountad tha iMtlght of Mining in banks' 

portfolios. This is a serious probleai, because the high 

risk and ralativsly Iom yisld of Mining nasns it doas not 

appear in his German ideal portfolio. What Tilly does not 

taka into account is that aany ainas aara in tha fora of a 

Seiner kschaft. Tha Bewerkschaf t . Mh&ch only axistsd in 

mining and closely related industries (such as the Schalkar 

Vmrmln^ Mhich oparatad blast-f urnacas) , issued shares Mith 

unlimited liability knotun as |<^yyn; 128 Kuxen before 186S, 

100, 1000, or a aultipla of 1000 Kuxen froa 1863. Nhan a 

mine needed money, especially during the sinking of a shaft, 

it coapallad its Kb2L-holdars (knoNn as Bgtwrhin> to pay up 

aonayi these call-^s of funds are knoMn as Zubussen . Onca 

the mine began to make money, it distributed Austaeuten. Tha 

procasB is summed up in an aphorism from 1714t 

Wer der Ausbeut will gsnies&en, 
Lass slch Zubuss nicht verdriasssn. 

(He who would reap exploitation's treasure. 
Will pay expenses without displeasure.) 

If a Bwtrkt did not pay a ha surrpndared his 

rights to his Kux in a process known as Abandon . Kuxen were 
also, unlika most Barman shares, in registered formi of tan 
certificates were not even issued, the only evidence of 
owiership being an entry in the bcxsks of the Be<><Br kschaf t ■ 
Because of their complicated and risky eleme n ts, the Kux 
market was the province of specialists. They tended not to 
ba tradad on tha Berlin stock SKchanga, but on tha Mast 
Berman bourses of Cologne, Diisseldorf, and Essen, 
especially tha last. By concentrating on tha Berlin 
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stock exchang*, Tilly My haw introduced a bias against 
mining into his matsrial which nakas the banks' current 
account portfolio look better than it actually Mas» 

In addition, as Tilly himself adaits, he has no aethod 
of distinguishing performance Mi thin sectors| Tilly's 
article provides no May of testing my assertion that the 
universal banks tended to fund the mediocre companies in 
specific industries <the Phoenix and the Dortaunder Union in 
the iron and steel industry, "Neue Hoffnung** at Bleialf , 
"Bertha Isabella" at Coromern, and the Coamerner BergNerks— 
und HQtten-Acti en-Ver ein in the Eifel lead aining industry) 
as opposed to the nnell -managed, but often independent and 
idiosyncratic coapanies (Krupp, or in the nonferrous aetals 
industry the Metal Igesellschaft and the Mechernlcher 
BergMerks-Verein) . Tilly also does not give aany details 
about hoM he arrived at his figurcm; it is by no aeans 
clear how hm coped Mith various pit— falls, such as 
coapanies which sprawl across aora than one sector (e.g. the 
vertically integrated companies in heavy industry, which 
could go froa coal to engineering) or whether or not he 
included a aajor Geraan b«ik, the Berliner Handel s~ 
Besellschaf t, in his calculations. The Berliner Handel s- 
Besellschaft was one of the most active banks in 
underwriting securities, but I do not think it can be 
considered a true universal bank, because it has largely 
restricted itself to investment banking. If Tilly did 
include the Berliner Handel s-Oesellschaft, he will have a 
heavier weighting for utilities (the Deutsche Continental- 
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Gas-Gesel 1 5chaf t of Dessau) and street railways (the Lenz 
concern) than would be justified. Since utilities and 
transport are in first place and fourth place respectively 
in his portfolio of German universal banks' current account 
lending, this could be an important distortion. 

An interesting aspect of Tilly's findings is that the 
four industrial sectors with the heaviest weighting in his 
portfolio are utilities (21.4%), metals (20.4%>, engineering 
(13.5%), and transport (13.4X).*=* Transport and utilities 
are capital intensive, not labour intensive. Gas cootpanies 
eotploy very few people. (The largest German gas company, the 
Deutsche Conti nental — Oas-Gesel 1 schaf t of Dessau, employed 
821 men in 1880 and 3242 in 1905; only slightly more than 
one large coal shaft of the Gel senkirchener Bergwerks- 
Actien-Gesel 1 schaf t, which in 1913 employed 55,494 men.=*=») 
Tilly's portfolio calls up a vision of masses of unemployed 
on Milhelmine street corners. But if anything, from the 
mid— nineties Germany was in a state of over — empl oyment , 
sucking in labour from Poland, Croatia, Slovenia, and Italy. 

If we strip out Tilly's assumptions and look at his 
portfolio again, we have a portfolio which for 1883-1896 
entirely, and for 1897-1913 largely, reflects not the 
lending of the universal banks but rather the funds supplied 

32. Tilly, "German Banking", pp. 134-135. 

33. Wolfgang von Geldern, Wilhelm Oechelhauser als 
Unternehmer. Mirtschaf tspol i t i ker und Soz i al pol i ti ker 
(Munich, 1971) p. 26 (= Tradition. Zeitschrift fUr 
Firmenqeschichte und Unternehmerbi oqraphi e . Beiheft 7); 
Friedrich Artur Freundt Kapital und Arbeit (Berlin, C19293) 
p. 87. 
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by tr>» stock •Nchang*. Stripped of Its assuaptions, Tilly's 
results can torn mmdm psrfsctly compatible with ey own 
conclusions. To restate thisi universal hanks mere not 
successful in fosterino Seraany's e c onomic devel opeent. 

They lent readily to poorly managed coa^anies and 
reluctantly to nbII managed coopanies Mithin the saM 
sector. Private bankers and soine specialized investment 
banks y such as the Berliner Handels-Gesallschaft, however « 
were often extre«mly skilled at selecting companies to 
underwrite and introduce to the stock exchange* and the 
results of their efforts are shown by Tilly's analysis of 
the port-folio compos»ed of new issues on the stock exchange, 
which approximates very closely to an ideal portfolio for 
the 6erman economy. 

At the end of his article, Tilly says he wants to end 
on a positive note, and argues that there were many 
innovations in industry which the universal banks did 
finance, such as the shift to deep shaft mining in the Ruhr, 
the Bessemer process, the formation of vertically integrated 
coal, iron, and steel enterprises, and the finance provided 
by the Deutsche Bank and the Berliner Handel s-Gesellschaft 
to the Deutsch-Oesterreichische Mannesmannrtthren-Uerke in 
developing a new method of tube manufacture.** This brings 
the discussion back to the approach already suggested by 
Tilly in his article with Freadling, namely the study of the 
relation of individual universal banks to individual 

industrial coopanies. The dissertation which follows may bm 
34. Tilly, "8eraan Banking- p. 149. 
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ccMnisid«r«d an applicatlcm of this approach. 

C. Previous Studies of the Di sconto-Gesel 1 5cha f t . 

Nino bank* aro rockonod aoong thm largo Bar 1 in banks 
CBorlinor Hrooobanfcon) of 1913i thoy aro, Mith thoir datos 
of foundation, the Deutsche Bank (1870), the Disconto- 
easollachaft <18S1), tho OrMdnor Bank (1872), tho Bank fOr 
Handel and Industrie (often called the Darmstadter Bank| 
18931, the Schaaffhausm'schar Bankverein <1848), the 
Bar 11 nor Handel B-eesoll«cha<ft (18S6>, the C oeeerz- und 
Disconto-Bank (1870), the Nationalbank fur Deutschland 
<1881), and the Hitteldeutsche Credit-Bank (1836). There 
are a number of reasons why the Di sconto-Gesel Ischaf t is the 
best of theae banks to study. The last three banks were 
much sealler than the rest, and much of the literature (Otto 
Jeidels, Jacob Riewr) does not even include thee in the 
ranks €»f the Brossbanken. As I have said before, mo cannot 
consider the Berliner Handel s-6esellschaft to be a true 
universal bank, since under Carl FOrstenberg it concentrated 
on investment banking after he became the managing partner 
in 1883.*" Sieilar reasons lead ee to exclude the Deutsche 
Banks it was founded in 1870 to finance Baroany's foreign 
trade, and its stable and prc»fi table involveeent in the 
acceptance oarket allowed it to grow quickly and overtake 
the Di sconto-Gesel Ischaf t in terms of turnover as early as 
1876. Although the Deutsche Bank did provide some finance 
to industry in its early years, these tended to be 



3S. Die Berliner Handel s-GeseXlschaft in einem Jahrhundcrt 
deutschmr Mirtschmft iagA-1936 CBarlin, 19963 p. 104. 
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•xcvptional caiMMs •ithar industrlM Mhich «NHr« oriontsd 
towards a foreign trade (such as Jute spinning) or 
involvanants Mhich arose in part out of Georg von Si —ens' 
fanily connections (such as Sienens ti Halske and the 
Deutsch-Oesterreichische ilannesnannrfihren-Werke) . The nost 
important industrial investnent of the Deutsche Bank in this 
period, its involvenent with Emil Rathenau's Allgemeine 
Electricitjlts-Besellschaft in the years ia87-i877« emerged 
as an extension of the Siemens St Halske links, since the 
creation of the A.E.6. tirak place Mith the co-operation of 
Siemens St Halske. Karl Helfferich Is thus right in dating 
the start of the Deutsche Bank's major coounitment to 
industry from 18979 in that year the Deutsche Bank reached 
out simultaneously to the Ruhr and Upper Silesia by 
concluding an Interessmnaamai nachaf t (literally -community 
of interests", an IB is a profits pooling agrc»ement often 
accompanied by a swap of shares* as in this instance) Hith 
the Bergisch HArkische Bank of Elbarfeld and the 
Schlesischer Bank-Verein of Breslau.*^ For most of the 
nineteenth century the Deutsche Bank i«as not a true 
universal bank, but devoted to self-liquidating transactions 
on the English Mdel. Adolf Meber goes even further « and 
argues that before 1914 one could describe the Deutsche 
Bank as a banoue de dto^ ts with as much justice as the 
CrAdit Lyonnais was so termed. Both the Deutsche Bank and 

36. Hosse, Tews in the German Economy, pp. 245-246. 

37. Karl Theodor Helfferich, Georg v on S iemens. Ein 
Lebensbild aus Deutschlands grosser Zeit (Berlin* 1923) VDl. 
2, p. 1S7. 
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th» CrMit Lyonnais did •ngag* in McuritiM undwrMritlngf 
but th«ir chi«f activities Mere nornal banking and Aonay 
transfer -f unctions." 

So -far as the other banks were concerned, neither the 
DarmtMtar Bank nor the Schaaf -fhausan'scher Bankverein have 
enough of a reputation for success to be considered model 
universal banks. The DarMtJIdtor Bank lagged behind its 
coapetitors after 1900, and its eanageeent Mas rs g a rd sd as 
not particularly coapstenti*** only in the ninetssn- 
twenties, after Merging with the Nationalbank fQr 
Oeutschland, would the Darmstttdter-Nationalbank under the 
spectacular leadership of Jacob Soldscheidt conquer a new 
position o-f hegenony. The rot ran much deeper at the 
Schaaf f hausen 'scher Bankverein. This bank was weakened 
enough by 1903 that it had to seek support by entering an 
Inter essenaeeei nsehaf t with the Oresdner Bank, but this did 
not work out and was dissolved again in 1906. By the spring 
of 1914 the Schaaf f hausen 'scher Bankverein was on tho brink 
of collapse, and was only saved by eerging into the 
Disconto— Qasallschaf t. As a result of the merger the 
Discon t o O esellschaft wrote down the assets of the 
Schaaf f hausen 'scher Bankverein by SO million marks. One 

38. Meber, Deoosi tenbanken und Soekulationsbanken p. 3S6. 

39. Bernhard, Meister und Dilettanten pp. 227-228. 

40. Georg Soloissen, "Einlei tung " in: Solmssen, Beitraoe 
vol. 1 pp. XXVIII-XXIXi Alfred Lansburgh, "Die Bank sit 300 

Millionen" in; Die Bank. Monatshefte fClr Finanz- und 
Bankwesen (Berlin, May 1914) pp. 415-426; Jahrbuch der 
Berliner Borse 1914/1915. Ein Nachschl aaebuch fiir Bankiers 
und Kaoitalisten (Berlin, Leipzig, HsMburg, 1914> 36th 
edition, pp. 416-419. 
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Major bank about which I would llko to Immrn morm ia tha 
DrwMEfrmr Bank, which experienced an extramely rapid growth 
(only exceeded by the Deutsche Bank) and which aeeea to have 
had a successful career as a universal bank, unlike the 
specialized Deutsche Bank and Berliner Handel s-6esel Ischaft. 
Under the manageeent of its director, Eugen Butaann, the 
Dresdner Bank owed its growth to some daring speculative 
coups on the bourse;*^ so it is possible that the Dresdner 
Bank's success was due more to luck than to the soundness of 
universal banking. In spite of the Dresdner Bank's success, 
it did cone under great pressure during the crisis of 1901. 
That crisis hit Saxony particularly hard - the Leipziger 
Bank and the Dresdner Credit-Anstalt collapsed - and the 
kingdom's largest bank was not inunune.^" 

By contrast with the Schaaffhausen'scher Bankverein and 
the Bank far Handel und Industrie, the Disconto-Besellschaft 
was at least overtly successful: it was always in the top 
two of universal banks, and occasionally in first place 
(before 1870 it contested the top spot with the Bank fur 
Handel und Industrie! after that with the Deutsche Bank). As 
opposed to the four banks founded from 1870, the Disconto- 
Besellschaft was foimded in 18S1 as a co-operative credit 
union but becaee a fully fledged universal bank in 18S6, 
which meant that it was around for some of the early, very 

41. Bernhard, Mmister und Dilettanten pp. 225-227. 

42. Erich Achterberg, Berliner Hoehfinang. Kaiser, Fury^ffHi 

Hillionare um 190 0 (Frankfurt, 1965) pp. 137-140. Meber, 
Deposi tenbanken und Spekul at i onsbanken p. 7 note 2 and pp. 
B-9j Jahrbuch der Berliner Burse 1914/1915 pp. 40O-4O6. 
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crucial stages of Berman econoMlc developaent , naaaly tha 
bocMn and crisis of 1857. As oppossd to the Osutscho 8ank 
and the Berliner Handel s-Gesel Ischaft, the Disconto— 
BM»llschaft Mas a trus unlvsrsal bank fro» 1856, not a 
specialized coaaercial or investment bank. I must enter a 
cavoat hsrsi ths Disconto~6sssllscha<ft did not raiso nany 
funds from SMall depositors; as Knut Borchardt has 
emphasized, for most of the nineteenth cantury this was the 
field of savings banks, which were aostly eunicipally 
owned.^ The leader among the big banks in seeking out the 
deposits of the "little ean** was the Deutsche Bank, which 
opened its first deposit office I Depositenkasse ) in Berlin 
in 1874. A prerequisite for such a policy was to cover 
8arMany with a network of branches, and this concentration 
process did not get under way until 1B9S, when the Disconto— 
8esellschaft merged with the Norddeutsche Bank of Hamburg. 

But although the universal banks did not raise funds in 
the form of deposits from small savers, they did have funds 
placed on deposit with them by their client companies - Just 
as their model, the French CrAdit Mobilier, used the funds 
placed on deposit with it by its cliant railway companies.^ 
I now would like to emphasize the regular banking activities 
of the Dlsconto-eesellschaft. This is because I shall 

43. Knut Borchardt, "The Industrial Revolution in Sermany 

170O-1914" in: Carlo M. Cipolla, ed. The Font ana Economic 
History of Europe. The Emergence of Industrial Societies. 
Part One (Blasgow, 1973) pp. 149, 151-152. 

44. Johann Plenge, Grundunq und Geschichte des Credit 
Hqtii^^^^er. Zwei Kapitel aus Anlaoebanken. eine Einleituna in 
die Theorie des Anlaombanfcneschgf tes (TQbingen, 1903) pp. 



d«vot» mich of My attanticin to tho "irrBgular" InvsstMfit 
banking activities of the Disconto-Gesellschaf t, partly 
bacauso it Is prvcisoly in this arsa that Oarsan Joint'stock 
univarsal banks arm distinguishad fron English and Anarlcan 
banks, and partly becauss thsrs is sors svidsncs about ths 
spectacular Invastssnt banking activities. Since so «any of 
the DiscontoHjesellschaf t 's investments ended in Misfortune, 
ths rsadsr May wsll echo ths cry of Ludwig BsMbsrgsr, "Mhat 
a profitable business aust a banker's be, that it alloHS hin 
to angags in so aany bad vanturas!*^ 

One important technique Mhich the Disconto" 
Gasallschaft usad to avan out aarnings battia an good yaars 
and bad yaars was to carry forward aarnings froa very good 
yaarss in 1873 3,044,020 thalers (ona thai ar aquals three 
Marks) carried forward accounted for 39.64% of the Disconto- 
Gesellschaf t 's income for that year, and in 1874 3,369,708 
thalars carried forward accounted for Sl.lSX of incoaa.^ 
Another method was the transfer of funds into and out of 
rasarvasi tha aassiva aaounta tha Di scant o-8asallschaft had 
salted away during the booa years of tha 1870 's anablad tha 
bank to survive tha crisis that followed. Thasa rammr>fB 
funds Make Garaan banks' profit and loss accounts very 
difficult to interpret; a particular problem are the "hidden 
rasarvas- fstllla Raserven) , or tha writing down of assats 

45. Ludwig BaMbargar, Erinnerunouen ad. Paul Nathan (Berlin, 
1899) p. 369. 

46. Walther D^ritz, Grundung und An^^anqe der Disconto- 
Qesellschaf t. Berlin. Ein Beitrag zur Bank- und 
Wirtschaf tsgeschichte Deutschlands in den Ja hren 1850 bis 
1875 (Munich and Leipzig, 1931) p. 250. 
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fmr baloM th»ir trua valu*. (Hiddan rsMrvM ttfiuntad off 
to Luxambourg SMjbsi diaries make nodern Sarnan banks' balanca 
ahaata vary difficult to analyza.l In additicai to.tho 
biblical technique of setting aside the profits froa the fat 
yaara to tida ana ovar tha laan yaara, tlia Oiaconto- 
Oaaallachaft had mora regular eourcaa of incoaa t^ieh mara 
laae dependant on tha bouraai profits froa discounting billa 
of axchanga <tha bank 'a original and aponyaeua purpoaa), 
interest inconet and faas. Often these three sources tMMild 
account for thraa quarters of tha bank's incoaa in yaara 
Mhen the stock market Mas sluggish." Thaaa atatistics for 
1896-1874 ara raproducad in tha work of Nalthar Dlbritz, and 
X ahall copy aoae yaara froa tharaa 



Earninga of tha Diacont-Baaallschaftf varioua yaara <in Tlr. 

and X> 

1658 1863 1866 1871 

Carritd 

fomard 112,440 ll.SSt B,296 0.B4Z 2,S23 0.21Z 182,3B3 3.27Z 

Bills 323,521 32.66Z 291,915 25.55X 345,034 2B.26Z 555,872 9.96Z 

InterMt 1B0,471 18.21Z 262,339 26.63Z 211,516 17.32Z -19,921 -0.3SZ 

Pm 197, lOB 19.B9X 237,314 24.07Z 243,425 19.94Z 456,872 8.19K 

Secur i t- 

iBS 95,194 9.60Z 183,151 18.S8Z 368.646 30.19Z 4,303,367 77.12Z 

Sundry 82,127- 8.29Z 42,666» 4.33X 49,798* 4.08Z 101,324* 1.81Z 
NOTES: -Includes iRcoM Iroa the OiscoAto-Bestllscbaf t '8 ironMorks, tl» 
Henrichshutte. 

*Includ«* profits froa property epeculation. 

SOURCE: Walther DSbritz, Grunduno und AnfSnQe der Disconto-Sesel 1 schaf t. 
BeiUjL. Ein Beitraa zur Bank- und Wirtschaftsoeschichte Deutschlands 
in daw Jahrea 1850 bis 1875 (Munich and Leipzig, 1931) pp. 290-251. 

The table above shows that the Dl scon to-Gesel 1 schaf t had 
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regular sourcM of inco«» - bills, intarMt, and fmmm - 
Mhich wer* ofton not as profitable^ but m^* far 1ms 
erratic than incoee froe securities operations. In 
addition to this, even though the great day of deposit- 
taking was yet to dann, the Disconto-Gesellschaf t took in a 
respectable sun in depositsi 773,962 thalers in IBSIB, 
1,559,179 thalers in 18^3, 920,396 thalers in 1866 and 
4,926,423 thalers in 1871. 

It is true that the fully-fledged universal bank, as 
we know it today, did not exist in Gernany before 1914s the 
banks then did not have extensive branch netiiarks, and had 
fewer deposits than the savings banks. The Disconto— 
Gesellschaft, nonetheless, did coMbine enough elements of 
regular commercial banking - raising much of its income from 
bill discounting, interest, and fees, plus having a 
respectable amount deposited with it — Mith investnent 
banking activity that I think wm can fairly describe it as a 
universal bank, in a way mm cannot describe the Deutsche 
Bank or the Berliner Handel s-Besellschaft. The Disconto- 
Gesellschaft also has a reputation as a fairly successful 
bank - Richard Tilly, for one, regards it as a successful 
bank^« - Mhich cannot be said of the Bank f Or Handel und 
Industrie or the Schaaffhausen 'scher Bankverein. Finally, 
the Disconto-Gesellschaf t is also worthy of special 
attention because it Mas founded earlyi it was formed as a 

47. Ddbritz, Pi sconto-eesel 1 schaf t p. 246. 

48. Tilly, "German Banking", p. 113. 
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credit co-op«rativ« in 189i« and Imc4MMi a iinivarMl bank in 

18S6. It was thus active during the ISSO's and 1860'ss 

crucial ddcadds for th« ddvaiopaant of Bmroan industry. 

This is an advantaga which tha study of tha Disconto- 
BaMllfichaft has ovar its latar rivals. 

Tha archlvas of tha Oautscha Bank and ths Di scant o- 
Basal lachaft ara no longar accassiblai Mhan 1 Mas at tha 
Zantralos Btaatsarchiv in Potsdaa in Hay 1982* tha 
archivists there acknoMl edged that thay possessed the 
archivas of tha Disconto-Basellschaft and tha Praussischa 
Central -Bodencredit Actien-Qesellschaf t, but said that the 
docuaonts Mara not yat raady to ba s aa n by scholars. Ths 
Historischas Archiv of tha Deutsche Bank in Frankfurt mm 
Main, Mhich 1 have consulted, containa little on the 
Disconto-Gesellschaftt essentially Just a full set of the 
annual reports, Mhich are useful and difficult to find. 
Mhat Ma have loet aay bM sural sad froa an anecdote told by 
the financial Journalist Georg Tischert. In the years 
Shortly before the Mar the archive of the Di scant o- 
fiesellschaft Mas open to financial Journalists Mho used it 
to reaearch their articles. Tischsrt at one point Mrote an 
article about August Thysaen Mhich wmm so perceptive that 
even Thyssan asked hi a "HoMever did you find that CMit?" 
Tiachart blurted out, "Oh, that inforaation Mas contained in 
file so-and-so of the archive of the Disconto-Gesellschaf t. " 

49. I Mould like to thank Frau Dr. Hanne Braun of the ' 
Institut fur bankhistorische Forschung e. V. of 
Frankfurt/Hal n and Frau Raab-Rebenti sch of the Deutsche Bank 
for obtaining access for SB to the Historiches Archiv of the 
Deutsche Bank AG. 
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The next time Tischert went to the Di sconto-Gesel Ischaf t 
archive, he asked for the same file and was told it was now 
qesperrt ; no longer open to public inspection.*** 

Dr. H. A. Wesel , the archivist of th Mannesoiann-Merke, 
has said that there are about ten major company archives in 
Germany: Krupp, Siemens, Gel senki rchen , Mannesmann, Phoenix, 
to name the most prominent. For the Di sconto-Gesel 1 schaft ' s 
relations with Krupp I have been able to draw upon the 
oldest and in some ways the best company archive in Germany 
at Fried. Krupp GmbH in Essen; for the history of the 
Gel senki rchener Bergwerks-Acti en-Gesel 1 schaft I have used 
the archives of that company which have found their way to 
the Bergbau-Archi V beim Deutschen Bergbaumuseum in Bochum. 
The archives of the Hoesch Werke, to which I was kindly 

granted admittance, contain little about the Dortmunder 
Union - chiefly annual reports - but I have found useful 
information about the Union in archives of competitors, such 
as Krupp and the Phoenix. Other useful material is in the 
Rautenstrauch papers in the Rhei ni sch-Westf al i sches 
Uir tschaf tsarchi V, the Prussian Ministry of Trade papers 
which are now at Merseburg, and material about the 
Braunschwei g-Hannoversche Hypothekenbank and the 
privatization of the Brunswick State Railways at the 
Ni edersachsi sches Staatsarchiv in Wol f enbuttel . I found 
many useful references in the Bleichroder Archive at the 
Baker Library of the Harvard Business School. 

50. Georg Tischert, Manner und Merke. Altes und Neues aus 
Industrie. Bank- und Bbrsenwelt (Berlin, C 19303) pp. 217- 
218. 
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Industry journals - most notably the Zeitschri-ft fur 
das Berg- Hutten- und Sal inen-Wesen - and the contemporary 
press have supplied interesting material. A particular 
stroke o-f good fortune was finding a set (through 1872) of 
Per Aktionar . the leading German stock market weekly, in the 
British Library; later year.5 were ccxisulted at the Stadt— 
und Uni versi tatsbibl i othek in Frankfurt am Main. 

I must discuss one primary source at some length: the 
works of the anti-Semitic muckraker Otto Glagau. Glagau 
began as a book reviewer on the National Liberal National- 
Zei tuna . and published books on Turgenev and the Baltic 
countries. During the boom of the 1870 's he put his money 
into a fraudulent property company and lost all his savings. 
In retaliation he wrote a series of articles about the 
company promoting scandals, blaming them on the Jews and the 
liberals, later expanded and re— issued in two volumes about 
the Borsen- und Brundunas-Schwindel . These volumes are 
indi spensabl e ^r any study of German business in the 1870's: 
they contain the dates when companies were founded, their 
initial capitalizations and the percentage paid up, the 
names of the promoters, what dividends were paid (if any), 
and the line of business which the companies claimed to be 
in. Glagau's virulent anti-Semitism leads one to treat what 
he says with caution; but I always check Glagau against 
reliable sources (such as Per Aktionar or the stock market 
yearbook Salinq's Borsen-Papi ere ) when I can , and I have 
always found him very accurate in reporting names, figures, 
and dates. It is his interpretations that are flawed: he 



baliavBB that 90X of the BrQndT <prcMiot«r«) war* Jaws, and 

cannot distinguish fraud from failure. Glagau can also be 
selective in the facts he reports. For exaeple, he writes 
that the Provinzial~Di scant o-Gesellschaft had> branches at 
"Duisburg* Ludwigshaf en, Bernburg, Haaelin and similar large 
seaports and coaaercial centres'*** which iaplies that the 
Provinzial— DxKonta-Gasellschaf t only had offices in 
provincial nests like Haaelin. Glagau omits to aention the 
branches or affiliates of the Provinzial-Disconto- 
Gesellschaft in Haabiirg, Aachen, Elberfeld and Halls. This 
is characteristic: Glagau tells the truth, but not the whole 
truth. After this Slagau pursued a career as a publicist 
and a leading intellectual influence in the anti-Saaitic 
aovement, iapressing aaong others the young Helaut von 
Gerlach. Gerlach has described the Journal Glagau wrote. 
Per Kulturkampf er . as a review which in its literary 
brilliance pre-figured Harden 's Zukunft . Yet Glagau did not 
always remain innocent of the seamier side of stock market 
speculation! in October 1061 Par AktiiMiiir announced as a 
very extraordinary piece of news ("eine ganz extraordinare 
Neuigkeit") that Glagau had Joined the supervisory boavd of 
the Provinzial-Traaway-Kompagnie. This dubious enterprise 
was backed by the Vereinsbank of the sleazy August 
Sternberg, who at one point was arrested for offmces 
' against section 176 of the German penal code (sex with 
ainors). The Vereinsbank collapsed in the eightean-ninatiesi 

SI. Otto Glagau, Per Bdrsen- und Grundunos -flchwindel in 

Deutschland (Zweiter Theil von "Per Borsen- und Grundunos- 
Schwindel in Berlin" ) (Leipzig, 1877) pp. 528-529. 
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Blagau hiMMlf diad in 1892. 

To pass frcMB priaary scxircvs to Morks on the Disconto* 
Gesel 1 schaf t , 'there are two excellent books which were 
publishwl at th« bank's bahssti Di» PiscontoHa— llscha^t 
^851 bis 1901. Denkschrift zum SOJahrioen Jubilauoi , 
published in 1901 (thsss annivarsary histories are known as 
Festschri-f ten ; I shall henceforth refer to this one as the 
Pi mconto-Festschr i f t ) and the history of the Disconto- 
Besell schaf t by Halther PAbritz, published in 1931. But 
excellent though these histories are, thsy do not go auch 
beyond the annual reports of the Di sconto-Besell schaf t« For* 
example, because it was never mentioned in the annual 
reports, the Pisconto-6esel 1 schaf t 's participation in 
fcMjnding the O^Adit Industrial at Connarcial of Paris has 
found its way into histories of French banking but not into 
German histories. Similarly, the Pisconto-Gesel 1 schaf t's 
ownership of the lead mine "Bertha Isabella", although 
mentioned in a history of the Eifel lead mining industry, 
has never found its way into histories of the Pisconto- 
Besel 1 schaf t • 



52. Maximilian Muller — Jabusch , So war en die Br under jahre 
(Ousseldorf, 1957) p. 10; Helmut von Berlach, Von Rechts 
nach Links ed. Emil Ludwig (Zurich, 1937) pp. 110-ill| 
"Berliner Bdrse (22 bis 28 Oktober)" in: Per Aktionar. 
Central— Organ -Pur den Mobiliar — Pesitz (Frank-f urt /Mai n , 
Sunday, 30 October 1881) Jahrgang 28, No. 1453, p. 740. 

53. Rondo E. Cameron, France and the Economic Developaanip of 
^urooe 1800-1914. Conquests of Peace and Seeds of War 
(Princeton, 1961) p. 172; Bertrand Gille, "La Formation de 
la Soci*t* G^n^rale" int | ^ ppnoue en France au XIX* 3ifecle. 
Recherches Historiques (Geneva, 1970> pp. 158, 162yL. 
Schmitz and H. Zander, Die Bleiberawerke bei Mechernich und 
rnffimirn r^eh handschriftllchen und oedruckten Buellen 
(Mechernich and Commern, 1882) pp. 4 and 56. 
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A spscial placB is occupiad by Otto Linctonbarg's 30 
Jahre Geschichte einer Spekulationsbank: Ein Beitrao zur 
Krjtth 4n titUtlChtn ginkWtMDa (1W3>. Llndanbarg 
published his book as an Anti -Festschr i -f t against the 
Pi scontoH=^»st schr i f t and tha arguaants of Adolf Wabar- I 
agree Mith auch of Lindenberg's criticiaa of universal 
banks; but his tone is Bxtremely virulent, and he often 
fails to distinguish failure froa fraud. Lindanberg saa a no 
difference betMeen the fraudulent conduct of the Leipziger 
Bank and tha Kassal ar Basal Ischaft fOr Trabartrocknung and 
the wretched failure of tha Disconto-f3esellschaf t and the 
Dortaunder Union. Lindanberg gives an uncritical hearing to 
attacks on the Disconto-Gesellschafti he accepts in its 
entirety Strousbarg's account of the Dortaunder Union and 
the Rouaanian rail mays. His bisok is soaatinas an advance 
upon Dabritz and the ftj f, ^^^of>t9~*^gg'*^schr i f t in that he has 
made use of annual reports other than those of the Disconto- 
Gesellschaf t, but his refusal to distinguish failure from 
fraud flaws his conclusions. 

These histories of the Di sconto-Gesel Ischaf t are 
suppleaanted by a nuabar of iaportant biographies. 
Alexander Ber gengruen ' s biography of David Hansemann and 
Haraann Munch 's biography of Adolf von Hanseaann are vital. 
Georg Solassan has left a valuable set of assays. Max von 
Schlnckel an autobiography. There are also worthwhile 
biographies of Franz Urbig, Otto Mahraann, Eail Kirdorf , and 
Bustav Freytag's classic work about Carl Mathy. Hans 
Her^feld was not allowed to aaka uaa of tha Di scant o- 
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Besellschaft ar chivse for his biography of Johannos 
vorj^iquel, and although his account does include some new 
Material « it is distorted by his acceptance of Blagau's 
assertions about what enterprises the Disconto-Gesellschaf t 
invostsd in. Glagau assummI that MhwMvw Hi quel spolt* in 
favour of an enterprise in the Reichstag or the Prussian 
Diatv hm mas apMking on b«h«lf of th* Oiscanto-eM*ll«chafh 
so 61agau and Hsrzfeld assuse that the Di sc o nt o -O s sol 1 schaf t 
was an investor in the Oautsche Ei ssnbahnbau-Gosell schaf t, 
because Hic|uel spoke in the Prussian Diet in favour of 
subsidizing its construction of the Berliner Stadtbahn. Yet 
there is no evidence of any Disconto-Besell schaf t 
involveaent Mith the Deutsche Eisenbahnbau-eesellschaft.** 

Judging by 8earg Tischert's anecdote, the 
inaccessibility of the archive of the Deutsche Bank und 
Disconto-Oesellschafl has deprived us of such useful 
material. On the other hand, the opening of industrial 
archives - nany inaccessible to scholars before the 
nineteen— sixties - coabined Mith the use of a Mhole gaaut of 
other sources, such as the press, financial yearbooks, 
coapany histories, fasily histories, biographies, 
dissertations, enable us not merely to go beyond the 
Di sconto-Fest schr i ft and DObritz, but to shed noM light on 



54. Stenooraphi sche Berichte des Hauses der ftbgeordneten 
(SBHA) 12th Legislative Period, ist Session, vol. 1, 12 
January 1874, pp. 906-SlS| Otto 81agau, Per Bgrsen- und 
Brundunos-Schwindel in Berlin. Besaroreelte und stark 
vermehrte Artikel der "Gartenl aube" (Leipzig, 1876) pp. 207- 
21 if Hans Hsrzfeld, Johannes von Miouel. Sein ftnteil am 
Ausbau des Deutschen Reichs bis zur Jahrhundertwende 
(Oetmold, 1938) vol. 1, pp. 369-370. 
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the relationship between Gersan banks and their industrial 
cl i ents. 

D. Other Ventures the Pi sconto-Gesel 1 ccha^t 

A recent writer on British economic history has 

commented , 

Libraries and record offices abound with the 
records of the untypical: the large, progressive, 
successful enterprise on the one hand, the 
bankrupt failure on the other. The ordinary, run- 
of-the-mill concern is rarely to be found.™" 

If this holds true for British economic history, it is even 

more valid for Germany, where far fewer archives have been 

preserved. The situation is still worse because very few 

records of the German bankrupt failures have been 

preserved: to my knowledge, there are no records about the 

Vereinsbank Quistorp (collapsed 1873), the Vereinsbank 

Sternberg (collapsed in the 1890's>, the Leipziger Bank 

(1901), or the Darmstadter — Nationalbank (1931). One hopes 

that as the study of German economic history advances, the 

archives of law courts, notaries and families will be tapped 

« 

to throw more light on the bankrupt failures. Until then, 
any study primarily based on archival sources will have an 
inherent bias towards the successful companies which 
survived and could afford to retain their archives: Siemens, 
Krupp, Gel senki rchen , Mannesmann and Phoenix. Although I 
have studied the other ventures of the Disconto— 
Gesel 1 Bchaf t , for reasons of space I must concentrate on 
those companies for which there is an archival record. To 

55. John Benson, The Penny Capitalists, ft Study of 
Nineteenth-century Working-class Entrepreneurs (Dublin, 
1983) p. 2. 



shoM, however, that I am nest concealing soee brilliant 
investeants of the Disconto-GeselXschaf t Mhich eore than 
outMBigh failure* like the Dorteunder Union, I shall now 

list, in suiiuaary form, the other ventures. 

Industrial, Fin«ncial *nd Transport Venturis of tba Discooto-Gsstllschaf t. 

Forisd Dissolved Coepany Noainal Reearks 

Share Capital 
(oil lion earks) 



1892 1929/1930 Phoenix, 

AG ^ r BerQbau 
und Huttenbetrieb 



18 (1860) Largest integrated 

iron and steel firn 
in Geraany in ISSO's; 
Oisconto involveaent froe 
1857 culalnating in 

drastic reorganisation, 
1860| aoderate success 
thereafter. 



1856 



1900 



1897 



ca.l8B0 



1864 



ca.l870 



■Neue Hoffnung" 6-7' 
near Bleialf 



"Bertha Isabella' 
near CoMern 



Erste Preussische 3* 
Hypotheken-Actien- 
Besellschaf t 



Eifel lead nine OMned 
outright by Disconto{ 
shut down 1886 due to 
fall in lead prices. 

Eifel lead eind concess- 
ion owned outright by 
Oisconto; never produced 
any lead. 

Kortqage bank-; due to 
legal restrictions and 
a tight aoney aarfcet ran 
into difficulties and 
entered effective 
liquidation in 1867) its 
functions Mere subsuaed 
by the Preussische 
Central -Boden-credit-AB 
in 1870. 



1864 



1918 



Bochuner Bergwerks- 2.7 
Actien-Besellschaft 



Operated the colliery 
"Ver. PrAsident"; very 
successful in aid-lB70't,' 
but due to constant 
flooding only paid 
dividends tiiice after 
1877, in 1880 and 1889. 



1866 1946? Hallescher Bank- 4.9 

Verein (1873) 



Very successful seall 

regional bank with co- 
operative eleaents; but 
Disconto only involved 
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froa 1B73 until 1876. 



1870 



Preussische 

Central- 

BodencrBdit'Ae 



36* 



Berroany's largest 
aortgage bank| very 
successful} still exists 

today as Deutsche 
Central -Bodencredit-AB. 



1870 



St Gotthard 
Railway 



127,5 



Although ultiaately 
successful, much of this 
capital was wiped off by 
a drastic reorganization 
in the ■id-1870'B. 



1870 



1882 



Brunswick 

Railway 

Cospany 



36 



Hit badly by depression 
after 1873; no dividends 
1873-74; highest dividend 
after that 2V»«. 



1871 



1880 



1871 1914 



Pr ovi ni i al - 

Oisconto 

Besellschaft 



30* 



Bergisch 

Msrkische 
Bank 



13. S* 



Founded to provide the 
Oisconto with a 
provincial branch 
network:; performed well 
in 1872, but badly in 
1B73; entered 
liquidation, paying back 
53Z of the 60Z paid in. 

Very successful 

provincial bank, but 
Disconto connection 
dissolved in 1876} 
entered 18 with Deutsche 

Bank, 1897, full dierger 
into Deutsche Bank, i?14. 



1872 1917 



Aachener 

Di Bconto- 
Gesel 1 schaf t 



6» 



One of the aost 
successful 
provincial banks; 
Disconto involveeeot 
continued to ca. 1914 but 
the Aachen bank then 
eerged into Dresdner Bank 
in 1917. 



1872 1920 



1872 1900 



Bensberg- 4.2 

Oladbacher 

Bergwerks- und 

Hutten-Actien- 

GesellBChaft 

"Berzelius" 



Commerner 4.S 
Bergwer ks- 



Lead and zinc aine and 
seelter} successful 

until ca. 1900, but then 
ceased paying dividends) 
absorbed and successfully 

reorganized by the 
Metal Igesellschaft of 
Frankfurt/Main. 

Ei f el 1 ead nine and 
saelter; ceased 
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1B73 1879 



1873 1B96 



uncJ Hvitten- 
Actien-Verein 

Harzir Union 



Nengeder 6 

Bergwerks- 

ActlBn-BtitUschaft 



operating in 1B83 due to 
fall in lead prices. 

Iron oro Mine and 
saelter} sntered 
bankruptcy, 1879. 

Owned the coal concession 
"Adolph von Hansenann"; 
repeated flooding and 
other accidents meant it 
only began raising coal 
in 1896. 



1872 1B83 



1882 



ca.l920 



Deutsch-Belgische 30* 
La Plata Bank 



Kali war ke 
Aschsrsleben 



The Uruguayan financial 
crisis of 187S 
iojiobilized the bank's 
funds and forced it into 
liquidation, which was 
finally concluded at a 
profit in 1889. ' 

Although the first shaft 
flooded, under Heraann 
Schnidtaann this becaee 
one of the eost 
successful Berean potash 
Mines. 



1887 



1930 



Brasilianische 10 
Bank fur Deutschland 



This becaae one of the 
•ost successful eerean 
overseas banks. 



1BB9 



Oeutsch- 

Asiatische 

Bank 



In spite of initial 
reluctance by the banks 
to found this, this bank 
turned out to be a 
successful operation. 



1887 after 1920 Breat 

Venezuela 
Railway 



26.4 



Construction difficulties 
led to buge cost 

overruns, and these 
financial problens plus 
conflict Nith the 
Venezuelan governaert 
forced the aerger of the 
Oisconto and the 

Norddeutsche Bank SO they 

could Mrite it off. 
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1B90 



? 



International e 
Oruckluft- und 
ElBctricitats- 
SMsllBchaft 



Foraed to exploit the 
CDApressed air technology 
of Victor Poppi the 
failure of the technology 
led to a severe 
reorganisation and the 
Disconto-Norddeutsche 
oerger. 



1892 



1904 



Union 

El ectr i ci tats- 
Gesellschaf t 



Foroed out of the 
electrical interests of 

the Loewe concern and the 
American Thomson Houston 
coofiany) in spite of coee 
success, always remsined 
an also-ran after Sieaens 
and A.EtB.) aerged into 
A.E.B. in 1904. 



1B9S 



1917? 



Bank fur Chile 

und 

Oeutficbland 



10« 



A successful overseas 
bank. 



NOTESt 'These figures are not share capital i but the aeount the 
Oisconto-Gesell schaf t invested in these lead eines. 

••40X paid in. 

<'40% paid in; further calls of lOX apiece were paid up in the years 
1889, 1892, 1895, 1B97, 1902 and 1903. 

*40Z paid up initially, another 20X was called up in 1872. 
*40X paid up initially, another 20>. was called up in July 1872. 
^Hillions of Chinese silver taels, not earks. 
•29X paid in. 

This list cannot hiape to bo axhaustivo^ but I think it is 
cooprehensive enough to givo an accurst* picturo of tho 
Disconto-Gssollschaf t 's invastieents. I havo loft out scmib 
investments which I only know of froot one occasicanal 
ref erence, such as noHspapers < Di» Post and tho National- 
ZeitunQ )"^ and Wertheim's department store.** 

Although there are seme successful banks in the list 
above, my arguoent is that the Di scant o-Gesellscha-ft Mas 



59. Stern, Gold and Iron, p. 276. 



hOm Stenooraphische Berichte des Reichstag^ (henceforth 
SBRT> XII leg. Per. I. Session 264 Sitzung (18 June 1909> 
vol. 237, p. 8663. 
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poor at Ml ec ting industrial companies to l«nd to, and 
this is brought out strikingly by failuros liks the Harzer 
Union and the Mangsdsr BergNerks-A6. For reasons of space 1 
Must ccmcentrate on coepanies Mhare archival records are 
better preserved; but it is important to bear in mind that 
the Dortmunder Union was not an eMceptional case. It was a 
typical OM ample of the undernri tings of the Dlsconto- 
Sesallschaf t. It Mas the Gelsenkirchener BergMerks-Actian- 
Besellschaft, the Disconto-Geseli^aft 's most outstanding 
industrial success, which was exceptional. 

E. Heavy Industry and thm Crash of 1873. 
I will now discuss two more emphases of my worki first 
of all, I will concentrate on interconnected enterprises of 
heavy industry fcoal, iron and steel, railways), and 
secondly, the crash of 1B73 will often take centre stage in 
my account. 

This concentration on heavy industry does introduce a 
bias in that Eduard Wagon has argued that 

the iron industry paid very low dividends, only and 
thus by concentrating on heavy industry I am paying mc>st 
attention to one of the least profitable sectors of German 
industry. But I think this emphasis is justified, even 
though the role of heavy industry in the German economy is 

61. Dr. Oskar Gtillich, Eisen-und 9tahl-lndustrim fBerlin, 

1904) p. 43 (= National6konoinische Forschunqen auf dem 
Bebiete der gross! ndustri ell en Untgrnehmung . vol . 1 ) . Eduard 
Magon , Die Finanzielle Entwickluno deutscher 
Aktienaesellschaften von 1870-1900 und die Gesel Ischaf ten 
mit beschratnkter Haftuno im Jahre 1900 (Jena, 1903> pp. 25- 
39, 166, 169. (=Joh. Conrad ed. Samroluno 
national Bkonomischmr und stmtistischar Abhandlunoen des 
staatswissenschaff lichen Seminars zu Halle a.d.8. Vol. 39) , 
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probably overemphasized, because this bias towards heavy 
industry was inherent in the Disconto-Gesel Ischaf t 's own 
investment programme. Unlike the Deutsche Bank and the 
Berliner Handel s-Gesel 1 scha-Ft , the Di sconto-Gesel Ischaf t 
only realized the potential of the electrical industry at a 
late stage, and the Di sconto-Gesel 1 schaft was only involved 
in chemicals through the potash industry ( Aschersl eben , the 
Deutsche Solvay-Werke of Bernburg) as opposed to private 
bankers, who early recognized the potential of chemicals: 
examples are W.H. Ladenburg 8< Sdhne which financed the 
Badische Anil in- und Soda-Fabrik of Mannheim and Georg Hauck 
& Sohn which financed the Hoechster Farbwerke vormals 
Meister, Lucius & Briining.** The light engineering 
industry, one of the most important German industrial 
sectors, received very little finance from the universal 
banks before 1714, because it did not require much capital: 
the nominal share capital of the Daimler-Motoren- 
Gesell schaft of Stuttgart-Unterturkhei m (now Germany's 
largest industrial company) was only eight million marks as 
late as 1913.*^ Although my study is biased towards heavy 
industry, I would argue that this does not misrepresent the 
ventures of the Di sconto-Gesel 1 schaft because the Disconto- 
Gesel 1 schaft ' 5 investments were already biased towards coal, 

62- Rudolf Haas, Die Entwacklunq des Bankwesens im 
deutschen Oberrheinqebiet . Zur IQO Wiederkehr des 
Gr undunastags der Rheinischen Creditbank Mannheim am 15. 
Juni 1970. (Mannheim, C19703) pp. 27-29. Erich Achterberg, 
Frankfurter Bankherren (Frankfurt *1971) pp. 82-83. 

63. Jeldels, Grossbanken und Industrie pp. 199-201, Jahrbuch 
der Berliner Bbrse 1914/1915. 
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iron and stesl , And rail nays. 

Thar* is anothar bias in wy study i Mst of ths 
enterprises I Mill discuss Mere founded during the 
BrOndariahra - tha yaars which iaaadiately precadad tha crash 
of 1873. Tha Dortatmdar Union was founded in 1872, the 
faelsankirchener BergMarks-Actien-Gsseilscha-ft in 1873. Tha 
Disconto-Gesellschaf t's aost iaportant intervention in the 
history of Krupp, the loan of 1874, occurred in the same 
period. This emphasis has the disadvantage that it eay eake 
the Disconto-Qesellschaf t s ventures appear Morse than they 
actually Mere, because I Mill devote euch space to the fate 
of the Disconto-fiesellschaft 's ventures in the severe 
depression 1873-1879. But trawling the early eighteen- 
seventies does not necessarily give us a worse selection 
than average of the Disconto-Gesellschaf t 's industrial 
ventures. Of the Disconto-Besellschaft 's industrial 
proeotions of those years. Me can only describe tMo as good 
(Oelsenkirchen, the Krupp loan) and one as eediocre 
CBerzelius). Yet there %«ere' nueerous solid enterprises 
founded during the Brttnder Jahre (and the picture looks even 
better if Me exclude the nuaerous fly-by-night banks of 
those years), many of which still exist today: all three of 
the aajor fiernan banks " Deutsche Bank (1870), Oresdner Bank 
(1872), and Comoierzbank (1870) - were founded during those 
years] so was Continental, the O eraa n rubber and tyre 
eanuf acturer) so were the Eisen— und Stahlwerk Hoesch, the 
Ouisburger Maschinenbau-AG (now Denag) , the 
D er gwerksgesel 1 schaf t Dahlbuseh, the Hibernia und Shaarock 
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Bergwerksgesellschaf t; and a glance at the bottles o-f some 
of the most successful brewers (Dortmunder Union-Brauerei , 
Dortmunder Act i en-Brauerei ) will also light upon dates from 
the early eigh teen-seventies. The 6r under jahre were no 
barrier in themselves to the formation of solid and lasting 
enterprises; although many of these companies suffered 
severely during 1873-1879, they survived and prospered in 
subsequent years. Even though the Grander jahre were an 
unusual period, the Di sconto-Gesel 1 schaf t was still 
remarkably unlucky. A concentration on the enterprises of 
the 1870 's does not place the Di sconto-Gesel 1 schaf t in an 
unusually bad light; if it means I can expatiate at length 
about the Dortmunder Union, I shall still be foregoing such 
disasters of the 1890 's as the Great Venezuela Railway, 
Popp's Internationale Druckluft- und Electricitats- 
Gesel Ischaf t , and the financially unfortunate dynamiting of 
the iron gates in Hungary by the firm 6. Luther. 

Since the Crash of 1873 will be the hinge in many 
accounts of the individual enterprises, I shall say more 
about it here. The Gr under jahre are the traditional 
expression for the years which Immediately preceded the 
crash of 1873, the Gr underkrach . They are called the 
Gr under jahre partly because they occurred at the same time 
as the foundation ( Grundunq ) of the German Empire, partly 
because the law of 11 June 1870 allowed public limited 
companies ( Akt i enqesel 1 schaf ten ) to be freely founded 
throughout the German empire and resulted in a huge number 

64. Riesser, Deutsche Grossbanken pp. 392-393. 
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of cfMipanira adopting tho Akt i onooMl 1 achaf t fora. A third 
raason Mhy they mare called the Qriindpf 4#^re nay be due to • 
lagal ovMion dovolopad by Dr. Botbol Monry Strousborg and 
tho legal wizard Justizrath (judicial counKellor| an 
honorific titlo liko Coiiiifii anr ath - c o— rcial counwllort 
concotfad by tho Prussian stats to asn who had dons msII in 
thsir profsssion) August Thsodor Gi^iport I. Prussian laM in 
ths i860'B forbads ths issus a4 aharss bsloM par valusi but 
Geppert and Strousberg could not sell shares in shaky 
railway ontsrprisss at that high a pries. 80 thsy davissd 
the fictitious sale of all the shares to the founders, the 
SrOndsr, of tha railniay cospanyv Mho Mould than ssll ths 
shares on at prices bsloM par as if thsy Mere deals in ths 
sscondary sarkst.** 

In addition to ths actual erOndsr Jahrs, ths boos of ths 
IBSO's (Mhich culminated in the crash of 1SS7 has been called 
ths first BrOndsr iahrs rotroactivsly - it Mas not callsd so 
by contemporaries. Austria-Hungary was if anything even mors 
profoundly affoctod by ths boos and crash of 1873 * ths 
crash is oftsn citsd as a condemnation of all laisssz -fairs 
capital Iss by Mritsrs about Visnna** - and so ths boos 
psriod of 1904-1912 in ths dual aonarchy has bssn rsfsrrsd 



65. Bethel Henry Strousberg, Dr. Strousbsro und sein Mir ken 
(Berlin «i876> pp. 129-131. 

66. An example is "Vienness Culture" in: The Economist * 
(London, IS Juns 198S) vol. 293, No. 7398, Mhich also has 
■Oils ronarkably kind Mords for Karl Lusgsr. 
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to as ttie -second ScflDdlCJdtilCSl-*^ Thsra is such to bs said 
in favour of calling ths 18S0*s ths "first Gr under jahre . * 
partly becausa vary faM of tha coapanias founded in the 
1870's i«sre genuinely new enterprisesv but often Msnt back 

to older enterprises founded in the ISSO's. Of the 
conpanies founded by the Di sconto ■ O s s el 1 schaf t during the 
Brunder jahre . all of them except the Provinzial-Disconto- 
6esell schaf t and the Deutsch-Belgische La Plata Bank Mere 
enterprises Mhich had existed earlier, often in the fore of 
the t<9ft'ft#P'J*<^qgf»H¥1?r>^^t ftH^itnt a peculiar extralegal 
cross between a partnership and a Joint-stock coapany which 
I will discuss in detail below (see pp. X3^1-J,62}« ' 

Of the coapanies I will discuss t the 
Henri chshfitte, the forerunner of the Dorteunder Union, may 
be traced back to 1853/54; Krupp was traditionally founded 
in 1612$ the ieaediate forerunner of the Belsenkirchener 
Bergwerks-Actien-Gesel 1 schaf t, the Soci^t^ des Charbonnages 
da eeloenkirchan Detilliaux at Cia. , was founded in 1BS4. 
In the case of many mining companies, we can say they were 
founded in stages, as was the case with Belssnkircheni the 
initial claims were lodged in the late 1840's and then lay 
dormant during the political upheaval of 1848, the sinking 
commenced in the mid-iasO's, usually under a 

|| <;ff(T>fn^p0\^t^Qp^el^^chaf t auf Aktien . and finally the mines were 
converted into an Akt i enoesel 1 schaf t in the 1870 's. The 
important point is that most of the new companies 

67, Eduard Mdrz , Austrian Banking and Financial Policy. 
Creditanstalt at a Turnino Point. 1913-1923 iLondon, 1984) 
p. 3. 
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Mtabliahad during thm BrOndar Jahr» of the 1870's Mere not 
totally neM establishnents, but in many cases merely 
convwrsions I tlmorOndunQmnl Into thm form of th« limitod 
company. I nevertheless pre-Fer to confine the expression 
Br Under Jahrc to th« period 1867-1873, partly bacauM the 
term "first Grunder jahre " is not a contanporary useage, 
partly because although it is true that many industrial 
companies of ths Ruhr trace their origin back to the 1890 's 
(PhoeniX| Harpen, Bochumer Verein, Hofsrder Verein) , their 
beginnings can often be traced even further back* usually to 
the late 1840's, sometimes back to the very beginning of 
deep mining in the Ruhr around 1838. In the case of the 
three iron companies I have just mentioned, each of them had 
a predecessor company, usually oparated as a partnership 
(Bochumer Vereins Hayer ti KQhne) or a sole proprietorship 
(Hoerder Vereins Hermann Paepenstock) , or in the case of the 
PhoeniM, a peculiar French corporate form, the 8oci*t* ep 
nom collectif « which can be traced back into the 1840's.*** 
Implicit in the useage -first Brttnder Jahre' is the idea that 
many German companies were not founded in the 1870 's. But 
if we look dosmly at the companies of the 1890 's, ms find 
we can actually trace them back even further, into the 

68. Festschrift zur Hundert Jahref eier der Dor t man d-H order 

Hftttinuniqn ftkttgngiglltchgft IgSZ-JISB coortmund, i992)t 

Walther Dabritr, Bochumer Verein fvir Bgrqbau und 
pusstahl f abr i kation in Bochum. Neun Jahrzehnte seiner 
Seschichte im Rahmen der Wirtschaft des Ruhrbezinks 
(Dilsseldorf , 1934) p. 61; Beschichtliche Entwicklunq und , 
qeqenwart i qer Stand des Phoenix, Aktien— Gesel Ischaf t fur 
Berobau und Huttenbetrieb in Hoerde. Denkschrift 2 urn 60 
IJUirleen Bestehen des Unternehmens im Jahre 1912 (Hoerde, 
1912) p. 12; 75 Jahre Eisenwerkqescl Ischaf t WaximilianshQttm 
1853-1928 (Rosenberg/Oberpfalz, 1928) pp. 22, 29. 
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previous decade: what was different in the IBSO's was that 
the Bochumer Verein, Hoerder Verein, Phoenix and Harpen 
adopted the Joint-stock form, were traded on the stock 
exchange, began issuing annual reports, and thus emerged 
into the full glare of history. I shall confine my useage 
of Grander jahre to the period 1867-1873. 

I now want to explain the boom years of 1867—1873 and 
the bust which followed 1873. I will begin by setting aside 
two explanations: the view, put forward by Otto Glagau 
among others, that it was the German public limited company 
law of 11 June 1870 which opened the floodgates and 
unleashed the boom;^^ and the view that the boom was 
prompted by the French indemnity of five thousand million 
francs. My view is that the boom and bust of the period 
1867-1873 was because of the final frenzy of building of the 
German mainline railway network, a frenzy which also 
happened in countries which were at a comparable stage of 
development, such as the United States and Austria-Hungary. 

Liberal critics of Glagau 's accusations asserted that 
it was not the move from a concession system to a system of 
allowing all public limited companies to be founded which 
met certain pre-set legal norms ( Normati vbesti mmunqen ) which 
led to the boom and bust because railway companies, which 

69. Glagau, Borsenschwindel in Deutschland pp. 2-3; Erhard 
Hubener, Die deutsche Wirtschaf tskrisis von 1873 (Berlin, 
1905) pp. 105-114 (= Emil Ebering, ed. Rechts- und 
Staatswi ssenschaf tl iche Studien . Heft 30) . 

70. Ibid ; Max Wirth, Geschichte der Handel skri sen (Fro^ikfu'-t/Mam 
^ISJO) pp. 456-457, Hubener, Wirtschaf tskrisis von 1873 pp. 
116-120, 122-123. 
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coMitted soae of the worse ex cesses , remained subject to 
concession and Austria-Hungary, Mhich Nas as badly i4 not 
Norse hit than Germany by the boooi and bust, continued to 
operate a concession systee. To this Glagau replied that 
Austria-Hungary's concession systea Mas virtually equivalent 
to a free-for-all because the bureaucracy tias totally 
corrupt and al»«ays ready to accept Banhans oourboires 
(Banhansche Trinkoelders Banhans Mas the Austrian Minister 
of public Morks).''* I find the observations of the liberal 
critics more credible than Glagau 's Parthian shot about 
Banhans and the Chevalier d'Ofenhei«« the great Austrian 
railway contractor (builder of the Leaberg-CzernoMitz-Jassy 
railway). 

In addition to this, it is ieportant to reeeeber that 

the public limited company form could be established 
throughout many states of Germany without a government 

concession before 1870; by then, Prussia, Bavaria, and 
Hesse-Darmstadt were the only major exceptions. The public 
limited conpany ( Akti enqesel 1 schaf t ) and the 

KQIMMintfUflgWUtghaft attf ftht4m did not require concessions 

in 

Baden under the law of 6 August 1862 
Alsace-Lorraine (then part of France) under the 
French law of 23 Hay 1863 
L<ibeck under the law of 2 November 1863 
Oldenburg under the 1 aw of 18 April 1864 
Bremen under the law of 6 June 1864 
MOrtteaberg under the law of 13 August 1869 
Hamburg under the law of 22 December 1865 
Saxony under the law of 19 June 1868 

71. eiagau, Bfirsansehwindel in Deutschland. p. 11. 
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The KnnwianilltngBellscha^t auf Ak1:iMi did not require a 
concession in 

Prussia under the laMS of 24 June 1861 and 24 
August 1867 

Waldeck under the lat* of 11 February 1862 

Anhal t-Dessau under the law o-f 1 September 1863 
Lauenburg under the law o-f 21 October 1868'^' 

In other Mords, there Mere tMO Methods available to escape 

the legal requirement of a concession to establish a limited 
company. One Mas to exploit the legal loiaphole of the 
Koweandltqesellschaft auf Aktien . a sort of partnership Mith 
shares, which was virtually identical to an 
Akti enoesel 1 schaf t (the one major cmception being that it 
had to have at least one active partner with unlimited 
liabilltyi I shall discuss the KGaA in more detail beloM, 
see pp. 151 '-16:2 ). The other solution was to go 
"offshore", to one of the numerous German states outside 
Prussia Mhich did not rec|uire a concession to establish an 
Akt i enaesel 1 schaf t; . to Hamburg or Bremen, Lubeck or Baden or 
wartt ember g, or evmn to Paris and London. In practice, this 
occurred very rarely in the case of industrial public 
limited companies, because already by the 1890's 
concessions for them Mere virtually automatic in Prussia. 
The Prussian Ministry of Trade files Mhich 1 have seen show 
very little activity on the part of the otherMise assiduous 
Prussian bureaucracy: seven pages of correspondence were 
sufficient to dispose of the concession of the Bochumer 
Bergwerks-Acti en-6esell schaf t in 1864, a dozen pages enough 



72. Stenooraphische des Norddeutschen Reichstaaes I leg. 
Per. Session 1870 vol. 4 Anlage No. 1S8 pp. 649-630. 
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for th0 Hanrichshutts in 1869.^' The aain bulk of the files 



Ceside fron this correspondence), is taken up with the 

statutes (articles of association) of the various cooipanies, 
Mhich by 1856 el reedy fell into a standard pattern, although 
there are stylistic variations depending on the notary. 

If the concession of Industrial public lieited coepanies 
Mas a formality, the concession of banks Mas alncist never 
granted. With the exception of the Schaaf f hausen ' scher 
Bankvereln in I8489 the Bank dee Berliner Kassen-^reins in 
1850, the Deutsche Bank in 1870 and some sinall local note— 
issuing banks in Cologne, Dortnund and elsemhere, the 
Prussian government granted no concessions for banks to use 
the public limited coepeny fore.^'^ Banks founded before 
1870 either took the form of the ICommanditoeaellschaft auf 
<\ktien or Ment offshore. Anong the banks in Prussia which 
took the Koaaanditaesellschaft auf Aktien form mo may 
mention the very first KGaA, the Disconto-Besellschaf t 
itself, the Berliner Handel s-eesellschsft, the Schlesi scher 



73. "Akten betreffend die Bochumer Bergwerks-Acti en— 
Gesel Ischaf t " in: ZStA Merseburg Rep. 120, Ministerium fur 
Handel, Gewerbe, und offentliche Arbeiten A Xll 7 Nr. 150; 
"Akten betreffend die Actian-Gesellschaf t HenrichshQtte bei 
Hattingen"; ZStA Merseburg, Rep. 120 MfH Bu0A, A XII 7 Nr. 
106. 

74. See Helmut Bohme, "Grundung und AnfJInge des 
Schaaf f hausen 'schen Bankvereins, der Bank des Berliner 
Kassenvereins, der Direktion der Di sconto-Gesel 1 schaf t und 
der Bank fur Handel und Industrie. Ein Beit rag zur 
preussischen Bankpolitik von 1848—1853" in: Tradition. 
Zeitschrift fur Firmenaeschichte und Unternehmerbioaraphie 
inunich 1969-1966) vol. lO pp. 189-212 and vol. 11 pp. 34- 
56; Statutes of the Dortmunder Pr i vat-Aktienbank , Danziger 
Pr i vat-Aktienbank , and the Hagener Pri vat-Aktienbank, 
Gesetz-Sammluno fur den Preussi schen Staat . 18S7, pp. 173- 
216, 241-264, 705-724. 
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Bank-Verein, the HallMchar Bank-Verein, and the Bareer 
Bank-Verein. The great period for the founding of offahCMT* 
bank« was the 1850 's, and the most fruitful area for thetw 
banks was not the liberal environeent of the Hanseatic 
cities - although they made their own contributionSf &uch as 
the Bremer Bank« the Norddeuteche Bank and the Vereinebank 
in Hamburg, and the Coamerzbank in Lubeck - but rather the 
paternalistic duodecimal principalities, Mhose fear of being 
left to vegetate as economic bacfcMaters Mas greater than 
their hostility to financial innovation. The two forerunners 
of this process were the Anhalt-Dessauische Landesbank in 
Dessau (founded in 1847> and the Bank fUr Handel und 
Industrie in Darmstadt (founded in 1893) , and the peak of 
the boom in 1856 ssn numerous imitatorss the Hitteldeutschs 
Creditbank in Meiningeny the NiedersAchsische Bank in 
BQckeburg, the Coburg-Gothaische Creditgesellschaf t in 
Coburg, the Bank fur Suddeutschland in Darmstadt (a note- 
issuing affiliate of the Bank fur Handel und Industrie), 
and, in 1853, the Braunschweig ische Bank.''" 

Richard Tilly has suggested that the constant increase 
in tfaammrim reciuests for concessions of public limited 
companies made the pressure of work unbearable for the 
Prussian bureaucracy and virtually compelled the replacement 
of a concession system with pre-set legal norms. ^* This is 
a possible explanation, but other motives mmrm also at Mork. 
The legal philosophy of the time was already moving from 

75. Riesser, Deutsche Grossbanken p. 4 note 2 and p. 647. 

76. Tilly, "Berman Banking- p. 123-124. 
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concMsion systMW far public linitad coapantm to pr»-Mt 
norns ( ^4or fnat i vbest i gimun Qen ) , and France and England had 
AlrMdy dona so, as had naarly a third of tha Baraan atatas. 
As aarly as tha promulgation of the uniform Garaan 
coMMrcial coda in 1860, the Hansaatic cities had tried to 
Mrite into the code Just such an innovation, but Prussia had 
rasistad, and the Qeraan confederation coaproaiaad by 
allowing this policy to be decided by the individual states. 
The development Mhich struck the biggest breach in tha 
resistance of the Prussian bureaucracy Mas, in ay opinion, 
the defection of Saxony by the laM of 15 June 1868. The ' 
most densely industrialized state in Bereany, Prussia's 
nearest and most formidable Oeraan economic rival introduced 
free formation of public limited companies. This aada it 
only a matter of time before Prussia had to follow. This 
also explains why the public United company law went 
through the Reichstag so quickly, with only four days 
debate: the debate had been more than thrashed out during 
the 1860*s.^ 

Another reason to change the law was because the two 
easy avenues open for evasion ~ the Kommandi taaael 1 achaf t 
auf Aktien and moving "offahore* - were making the 
concession system into a dead letter, to say nothing of the 
perfunctory examination which many of the projects received. 

For these reasons the public limited company law does 
not appear to have been the fuse which set off the 



77. Alexander Bergengruen, David Hansamann . (Berlin, 1901) 
pp. 668, 669, 700. 
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GrQnd«r ishrm. Public United companies could be founded in 
nany important German states before 1870, yet these states 
Mere no less affected by the boom than Prussia.^* In 
addition to this, the legal loopholds of the KBaA and moving 

offshore made the concession requirement oiore an apparent 
barrier than a real one. 

Neither does the French indemnity appear to have 
engendered the boom. The indemnity is supposed to have 
found its Nay onto the stock exchange via the 

^nv^Utf^h^gnd^i the Fe8^wnB§baMf0ntf8» and the 
Rei chstaosbauf onda i a pension fund for the veterans of the 
war of 1870 /71, a fund to build fortresses, and a fund to 
construct a building for the Reichstag. In theory* these 
funds Mere invested in ordinary shares and drove up share 
prices. In fact, the Reich gover nm ent did not invest 
these funds in any ordinary shares. Instead, it invested in 
government bonds - including American and Russian government 
bonds - and bonds and senior preference shares of various 
railway companies. In every instance, it paid less for its 
investment than the peak price for these preference shares 
during the Gr under lahre . and at the bottom of the 



78. Hamburg: Schinckel, Erinnerunoen pp. 211-214; Hundert 
Jahre Vereinsbank in Hamburg, 10Str-i9Sh [Hamburg, 19563 pp. 
59-67; Saxony: Georg Tobias, Die Entwicklunq der 
Aktienbanken in Leipzig (Leipzig, 1907) pp. 31, 52-57, V75 
Glagau, Borsenschwindel in Deutschland 99-111 (Saxony) 111- 
113 (Southern 6ermany and Alsace Lorraine). 

79. Hubener, Wirtschaf tskrisis von 1S73 pp. 121-123, 138- 
140. 
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Depression, in 1876, Has still showing a pro-Fit.*^ 

What effect the French indemnity did have mas an 
indirect one. First of all, a number o-f German states 
redeemed their bonds with their share of the French 
indannity, and these sums are assumed to have found their 
May into the stock market. Secondly, the French transferred 
the indemnity by purchasing bills on Berlin. This resulted 
in the most important indirect effect of the French 
indemnity. In theory, interest rates should form a natural 
corrective against boom and bust.** The transfer of the 
indemnity meant, hoMever, that interest rates in Berlin Mere 
unusually Iom during the boom, and unusually high during the 
period folloMing the crash in October 1873i in fact, because 
of the Meakness of the thaler in the foreign exchanges, the 
Bank of Prussia had to peg interest rates to a higher level 
than the situation of the economy Justified to stem an 
outflOM of gold.*" The French indemnity did play a role in 
aggravating the boom and bust through its distortion of the 
interest rate structure. But this Mas an indirect effect*^ 
which worsened conditions which already existed. 

80. "Bericht der Budget -Kommi ssi on (iber das Gesetz wegen 
Abanderung des Gesetzes vom 22 Mai 1873, betreffend die 
GrOndung und VerMaltung des Reichs-Invalidanfonds" in 8BRT 
Leg. Periods II Session 1875/76 vol 3i Anlagen Nr. 185, pp 
653-716. 

81. George Joachim Goschen, "Seven per cent." (January i869> 
and "Two per cent." (January 1868) in: Goschen, Essavs and 
Addresses on Economic Questions (1865-1893) with 
Introductory Notes (i906> (London, 1905) pp. 1-101 is a 
classic axposm of this theory. 

82. Mirth Handel skri sen p. 4S9. Hilbener, Wirtschaf tskri si s 
pp. 118, 120. 
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Another circumstance which suggests the French indeenity 
did not cause the boom was because the boom affected other 
countries than Germanyi Austria-Hungary and the United 
States were the most affected, but so were Russia, Italy, 

and even Britain and France.*' It is possibls that the 
French indemnity made Germany for a few years into the 
locomotive of the Norld economy, which sucked in imports 
from other countries and thus set off booms there. Much of 
this theory is plausible. Germany was sucking in imports 
during the boom, partly because domestically produced goods 
(most notably pig-iron) were not yet good enough to satisfy 
German consumers, partly because the plethora of money in 
Berlin made it easy to finance imports through bills of 
exchange.** Nor is it impossible that the German boom was 
communicated across the Atlantic to the United States: the 
recovery which set in during the autumn of 1B79 was in part 
brought about by American orders placed for rails in 
Germany,*" so the transatlantic link could have already been 
in place to work in the opposite direction. But it is hard 
to believe (although war reparations can have bizarre 

83. Wirth, Handel skri sen , pp. 450, 460, Maximilian Muller— 
Jabusch, So waren die 6r under jahre (Diisseldorf, 1957) p. 
65. 

84. Wirth, Handel skri sen p. 459; Hubener Wirtschaft skri sis 
pp. 118, 120, Repoft of the Select Committee on Coal 
(London, IB July 1B73> C. 313 Question nos. 6150, 61S2, 
&1S4| IvD Nikolai Lambl, Free Trade and Protection in Germany 
186B-1879 (Wiesbaden, 1963) pp. 15-16 (= Viertel jahrschrif t 
fi^r Sozial-und Wirtschaf tsoeschlchte . Beiheft Nr. 44). 

85. Gustav Godeffroy, Hamburg 7 October 1879 and 20 October 
1879 to Gerson von Bleichrbder, Bleichroder Archive Box 
XXXIV folder 7. 
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effects) that tnis boon couxO also have occurred in France. 
For Franca also Mas a-f-fscted by the booA years of 1872-73, 
as admitted by France s largest bank, the St^ci^t^ Q&n&rale 
pour favoriser le developpeMent du Coaeerce et de 
1 'Industrie en France}*^ and the ef-fect can also be seen in 
the results of France's oldest and largest coal -mining 
company, Anzin <Bee chart reproduced on the follOMing page). 
Pierre BArcAi comments that: the extraordinarily high level 
noted around 1875 is not Mholly reliable; although I think 
this IS true ror tne price of the denier ^the peculiar 
Shares of Anzin which reflect the company's antique 
constitution, dating from 1717), because it Mas very rarely 
traded and it was only towards the end ot the nineteenth 
century that it Mas quoted on the bourse of Lille,"'' the 
figures for dividends are more reliable, and these alsc 
reflect the boom of the mid— seventies! 

Price of the Denier and Dividends of Anzin (in francs) 





Denier 


Dividend 


1867 


n/a 


is,ooo 


1868 


n/a 




1869 


300,000 


18,000 


1870 


n/a 


16, 000 


1871 


n/a 


17 , OOO 


1872 


n/a 


27 , 000* 


1873 


n/a 


40 , 000*» 



86. S&. Societe Gen^rale pour tavoriser ie aeveloDoement du 
commerce et de 1 inaustrie en Fraucts 1364/ ■L9<t>4 (Paris, 1964) 
p. 68. 

87. beorges Michel, HistQire d un Centre Quvrier iLes 
Concessions d 'Anzin) (Paris, 1891) pp» 134-143; Alexandre 

Cavrois, ues Socxetfes Houilliferes du Nord & du Pas-de- 
Calais . iDoctorai Diss,, Paris., pp. 11-13, 42; Pierrs 

Barrel , Lb'^ r^r Uciu^ . i^^r e ci>-i AiX" Si^cle d'oprfes leur 
CorresDondance Familiale (Paris, 1964) p. 193 <«* Collection 
des Caniers d'Hictoire No. 7). 
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1874 n/a 40,000 

1875 1,200,000 33,000 

1876 785,700 26,000 

1877 646,000 16,000 

1B79 541,900 14,000 

1879 463,200 14,000 

NOTESs '"According to Cavrois, in 1872 Anzin also 

redistributed some of its own shares which it had 
repurchased to prevent them falling into the wrong 
hands. 

*Three shares of the colliery Vicoigne-Noeux were ml 
distributed per denier, valued at 14,000 francs. 

Sf3URCESs eaorgM Michel , Histoire d'un Centre Ouvrier <l-w 

Concessions d 'Anzin ) (Paris, 1891) pp. 134-143; 
Alexandre Cavrois, Lee SQq;;i,6t6s Houilliftri^s i;!" Nord & 
du Pas-de-Calais (Paris, 1896) pp. 117,181. 

Alexandre Cavrois has said that the coal boon in France 

its 

began in January 1872 and reached^ peak in January 1873.** 

Another interesting point is that the peak years for 
dividends from Anzin are 1873 and 1874| the series of 
dividend payments indicate that Anzin lagged behind the 
booms in railways and the iron industry, Mhich peaked in 
1872 and 1873 respectively. This lag can also be observed 
in Serean collieries.** 

This boon in ccsal affected the United Kingdoe to such 
an extent that Parliament in 1873 established a select 
coMittee to investigate the scarcity and dearness of coal. 
This committee concluded that although other factors, such 
as labour unrest, had contributed to the coal shortage, the 
chief reason Mas the increased denand for pig iron, Mhich 



88. Cavrois, SQci6t6s Houil lifer es pp. 22-23. 

89. Bochumer Bergwerks-AG: Salinq's Borsen-Papi ere 37th 
edition 1913/1914 p. 702; Gelsenkirchener Bergwerks-ASs 6BA8 
Annual Reports, 1873 and 1874, BBA, SBAG Archiv, Az.l 30 00, 
Nr. 1; Coal division of the Dortmunder Union: Dortnunder 
Union Annual Report, 1873/74, Hoesch Merke AG, Uerksarchiv, 
Az. DHHU 1390. 
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Minly caMt from thm UnitmS StatM and frcm Barmuiy.** Of 

particular interest is the evidence of the Middlesbrough 
iraniMstar Isaac Lowthlan Balls 

6190 Was it chiefly a foreign or a hoiMi deaand? -> 

It Maa both. Tliara waa no aourca o4 pig lran« or 

bar iron, or rails that was not increased; it went 
to Beroany* to Aoterica, and all over the country « 
and -for our own domastic consuaption. 

In reply to quaation 61S2y Bell praaa n tad tha foil owing 

flguraa for pig iron ahlpped froa tha rlvara Tyna, Uaary 

Tees and the Hartlepool a for foreign ports (in tons>t 

1867 168,378 1870 216,909 

1868 136,806 1871 330,646 

1869 185,777 1872 386,624 

Tha quaationing continuadi 

6154.1s that all foreign consumption or coastwise? — 
It is chiefly to Baraany and Holland, and Holland 

is really in transitu for Bermany, and you may 
take it that tMo-thirds of it was for Beraany. 

In raply to tha naxt quastion* Ball said that although tha 

United Kingdom did export a great deal of pig and rolled 
iron to tha United States, this aarkat was largely aarvad by 
ironaakers on the west coast, especially in Scotland! flhlBS 
carried cotton one way, and iron on the way back. 

These instances shcxild indicate ay thinking on tha 
causes of the boon and bust of the years 1867-1873. 
Explanations which aaphasiza financial davalopaants (such as 
the French indemnity) or legal innovations (such as the 
public limited coopanias act of 11 June 1870) are aisguidad 
in paying too much attention to superficial developaants, 
and pay too little attention to the fundaaantal industrial 



90. Seleclf Committee on Coal (1873) C. 313 p. viii. 
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boon of thBM yaarst Mtien increased railway building in the 
United States, Germany and Austria-Hungary fed into a heavy 
industrial boom in iron and steel and coal. 

To outline the conjuncture of this period* the late 
1840 's culminated in the financial crisis of 1847, Mhich 
brought dotun the banking house of lloritz von Haber of 
Carlsruhe.^* The revolution of 1848 transformed this 
depression into a financial eeergency, so that even sound 
but illiquid houses like that of Abraham Schaaff hausen of 
Cologne collapsed. But even during 1848 the Berean economy 
began to recover,^ and by the 1890's vias in the grip of a 
boom. This boom peaked in 1856 and was ended by the crisis 
of the autumn of 1GS7. Business conditions then Morsened 
and reached their nadir during the stock exchange panic of 
April and May 1839 at the timm of the Italian Mar. Commerce 
then picked up again and lad to another boom, which 
particularly affected Britain in the years 1863-1866.*' 1866 
and 1867 saw another crisisi the boom in Britain was ended 
by the collapse of Overend, Gurney & Co., France saw the 
collapse of the CrMit Hobilier in 1867, and the crisis in 
Britain plus the imminent Austro-Prussian war depressed 

91. Wirth, Handel skri sen pp. 242-244, hteinrich von 
Treitechke, Deutsche Qecchichtm Im Nmun»Hntmn Jahrhundmrt 
(Leipzig, ▼1920) vol. S p. 680. 

92. Theodore 8. Hamerow Restoration. Revolution. Reaction. 
Economics and Politiem^n Bermanv 1813-1871 (Princeton, 
1958) pp. 207-210. 

93. Wirth, Handel skri sen . pp. 245-418; David Morier Evans, 
The History of the Commercial Crisis 1857-58 and the Stock 
Exchange panic of 1859 (London, 1859); David Morier Evans, 
Soeculative Notes and Motes on Soeculation. Ideal and Real 
(London, 1864). 
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Qmrman coaiaBrce and led to the collapse of eninent private 
banks such as A.M. Barnitson tc 8ahn in Halls and fiabrOdar 
Fischer in Baraen.*^ When the Austro-Prussi an nar did. break 
out, it VMS grsstsd on thm boursss with sossthing 
approaching relle-f. The Vienna Stock exchange, the 
sevassnts o-f which nay be -foil awed in the Meekly reports o-f 
per ftktionar {since Per AktionUr Mas published in Frankfurt 
an Main, its reports from Berlin Mere teaiporarily cut off 
during ths war) « actsd in a very strange way considering 
that the Hapsburg empire was tottering. Vienna rose on the 
first dscsptiva reports of Austrian victorias; fell, but not 
substantially so, on the news of KBniggratz; and then rose 
again upon ths nsws that Austria had ceded Venetia to 
Napoleon III and had requested the Enperor's Mediation. The 
bulls were champing at their bits, and even the possible 
collapse of the Danubian eapire could barely hold thee back. 

With the return o-f peace, the boom could begin. The private 

banks Mhich had suspcmded during 1866 csor ged even stronger, 
since they converted to the KGaA form and became the 
Hallescher Dank-Verein and the Barmer Bank-Verein. This 
boom continued until it reached a temporary peak in 1869, 
and in October of that year there Mas a panic on the Vienna 
stock exchange.** Unlike 1866, there was not a sell~off in 
anticipation of Mar in 1870$ financial circles did not 
expect war between France and the l4orth German 

94. Kleine, Hallgsche Bankoewerbe . p. 72; ia70~iy70 lOO 
Jahre Coaaerzbank (Dusseldorf, 1970) p. 109- 

95. Habener, Mirtachaf tsckrisis pp. 91-100. 
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Con-federation. Even the Rothschilds were taken by surprise 
when war broke out in 1870.** The next few quarters showed 
the bourses being extremely volatile. The Berlin stock 
exchange first collapsed because of the usual rush into 
liquidity which accompanies the outbreak of war. Then it 
greeted the string of Prussian victories after Worth "with a 
rally and yet another rally" in the words of Per Aktionar 
(hausse und wieder hausse) .*^ But as the hopes for a quick 
end to the war receded, and particularly after Russia 
denounced the Black Sea clauses of the Treaty of Paris, the 
Berlin bourse began to decline again and it was not until 
peace returned in 1871 that the boom could recommence. The 
boom reached its peak in 1872, and self-doubt began to set 
in during 1873, encouraged by Eduard Lasker's denunciation 
of the railway concession system in the Prussian Diet on 7 
February. Vienna still hoped for huge business from the 
opening of the world exposition in that city; and when this 
business did not manifest itself, the crisis began in the 
first week of May 1873. Berlin still hoped it would be 
immune to the crash which had begun in Vienna. It held on 
until October, when the collapse of the Vereinsbank Quistorp 
brought down the house of cards. New York had already been 
hit the previous month, when Jay Cooke 8c Co. suspended. The 
depression which followed was extremely severe, and lasted 

96. Hermann von Goldschmidt, Einiqe Erinnerunoen aus lanqst 
veroanoenen Taqen <Vienna, 1917) pp. 88-89. 

97. "Berliner Bdrse (12 bis 18 November)" in: ftktionar 
(Frankfurt, Sunday, 20 November 1870) vol. 17 No. 882 p. 
752. 
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until 1879.^ 

I h«v» takan ovar from EdMrd Hjlrz** his data C1867> 

"for the comfl) en cement o-f the Gr under jahre . which is much 

•arllar than tha aora cuatoaary 1B70 or 1871. I think thia 

aarliar data ia Juati-fiad, bacauaa I aaa the Gr under jahre ^ 

aa tha culai nation of a booa in rail may building which bagan 

in tha aid-aightaan-aixtiaa, which Arthur von Mayar haa 

dascribad as tha "Strousbarg ara" in Prussia. There are 

other reaaona for puahing the flrttnderJahre back to 1867. 

1867 was the first year since 1858 that the shares of the 

Oiaconto O a a ellschaft Mare quoted above par throughout tha 

year.''** Another indication is provided by the dlvidenda on 

the aharea of one of tha largest German iron and steel 

eoapaniaa, the Phoenix, Aetien-6eaallachaf t fQr Bergbau und 

Hiittenbetrieb: 

Dividenda of the Phoenix, 1860/61-1873/74 <in X> 

CI aaa "A" Class "B" 

1860/61 6 O 

1861/62 7 2.78 

1862/63 7*/. 4 1/6 

1863/64 8>^a 6.94 



"Berliner Borse (vom 18 bis 24 Okt.)" in: Aktionar 
(Frankfurt, Sunday 26 October 1873) vol. 20 No. 1035 p. 820. 
Mirth, Handel skr i sen . pp. 519-555, 566-575. 

99. Eduard Marz , Dsterrei chi sche I ndustr i e-und Bankpolit j lk 
in der Zeit Franz Josephs I am Bei sp i el d e r k . k . pr i v. 
dsterrei chi sche Credi t Ai tdl t fur HanJcl and Gewerba 
(Vienna, Frankfurt, Zurich, 1968) pp. 137-150. 

100. Arthur von Mayer, Seschichte und Geoaraphie der 
Deutachen Eisenbahnen von ihrer Entatehuno bia auf die 
ftWtnWBr^ \W (Berlin, 1891) p. 116. 

lOl- Dlbritz, Pi sconto-Gesel 1 schaf t pp. 2S4-2tSS. 

102. Stillich, Eisen-und Stahl -Industrie pp. 149-lSO. 
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1864/65 
1865/66 
1866/67 
1867/68 
1868/69 
1869/70 
1870/71 
1871/72 
1872/73 
1873/74 



11 
19 
17 
16 
12 
15 
15 
8 



10 

10*/a 



11 1/9 

12'/a 
13 4/5 
2S 



30 5/9 
27 7/9 
16 2/3 
25 



30 
6 2/3 



Thm Phoanlx divldwids indicat* that th« boo« in thm lato 

eightBen<*5lxties i«as alraady so strong that the dividends of 
ons of the largest iron companies of the Ruhr reached levels 
Nhich they did not even equal during the early eighteen- 
seventias. 

On the face of it, the boos of the late eighteen* 

sixties Mas a continuation o-f the boom o-f the early 
eigh teen-Sixties after the intermission of 1866. But there 
Mas one important difference. Whereas the dynamic for the 
boon of 1862-1866 centred on London, after 1867 the dynanic 
for the boom Mas the spate of railway building in 6ermany 
and Austria-Hungary, and in the United States. 

I visM railway building as the leading sector which 
then fed into the other branches of the heavy industry; in 
this I am relying on the findings of Holtfrerich (for Ruhr 
collieries) and Fremdling (for German railways) who have 
concluded that Ruhr coalmining was not a leading sector, and 
that German railway building was. Until the 1680's, the 
railways were the Ruhr collieries' major customer i after 



103. Holtfrerich, Quantitative Wi rtschaf tsoeschichte das 
Ruhr kohl enberqbaus; Rainer Fremdling, Ei senbahnen und 
deutsches Wirtschaf tswachstmn 1840-1879 (Dortmund, 1975). 
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that, the ironworks «w«re thsir atajor custoMr.^^* 
ColliariaSf ironMorks, railiMiys, and - to add an o-ftvn 
neglscted -fourth element - machine builders are among each 
othvr's chisf diants and suppliers, and thus a booA in ons 
sector -feeds through to the others and for a time becomes 
sel-f -sustaining. Collieries need iron for tubbings and to 
construct Minding gear; coal is most econoeically hauled by 
rails drainage machinery is vital for collieries. 

IronMorks are big consu m e r s of coal and cokei their bulky 
raw materials and products are best hauled by rail; and they 
require special machinery such as rolling mills, presses, 
and Mind-bloMing apparatus. RailMays use coal as their 
fuel; they we built out of ironi and the machine industry 
supplies them with locomotives. The machine industry needs 
coal as a fuel and to heat and shape metal j its raw material 
is iron I and as a manufacturer of bulky products its 
transport needs are best served by rail. This is perhaps 



best shown in a diagram. 




104. Dr. Walther Dalbritz, "Entstehung und Aufbau des 
rheinisch-westf alischen Industriabezirks" in: Beitraoe zur 
Seschiehte der Technik und Industrie. Jahrbuch des Ver mines 
deutscher InQsnieurm ed. Ckmrad Hmtechoss {Berlin, 1929) 
vol. IS p. 66. 
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Th«s« connections arm w«ll-kno«p4n| tha link b«tM«en coal 

mining and railways is as old as the Stockton & Darlington 

RailMay. I want to snphasiza that thasa varicxi* 

connections meant that once a boom in railway buildiny 

began, it could feed upon itself. This is ay interpretation 

of the boom of 1867-1873; it was the last hurrah of the 

aiainline railway in Geraany. By 1873 most of the important 

lines of the German rail network were complete, and industry 

fell into a depression from which it did not recover until 

it developed new sources of demand. 

Chief among the railway Guilders in Sermany of this 

period was Bethel Hmry Strousberg, and Arthur von Mayer has 

described this period in Prussian railway history as the 

"Strousberg era"; Mayer lists the fallowing railway 

concessions from this periodt 

Ti Isi t-lnsterhurg Concession granted 1&62** 

Col ogne-Soest 1 863** 
East Prussian Southern Raili«ay 

^Pi 1 1 au-Koni gsberg— i_yc K ) 1863* 

Prussia-Netherlands Connecting Railway 1863 

<Viersen-Venlo) 

Berl in-Sorlitz 1864- 

Nordhausen-Erf urt 1867« 

Mark Brandenourg-Posen 1867* 

< Fr ankf ur t /Oder — Guben-Posen > 
Halle-Sorau-Suben 

CottbuB-GroBsenhain 1868 

Crefeld- Kempen district i868« 



109. Mayer, Deutsche Eisenbahnen p. 117. 
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( Artarn-Nauaburg ) 

NOTES:* Built by the railway contractor Bethel Henry 
Strousbarg. 

** Diseolved be-fore construction began. 
= Financed by the Disconto-Gesell&cha-ft. 

* The speculator Prince Biron of Courland mas behind 
this project. 

" The conservative politlcan and speculator Heraann 
Wagener Mas behind this project. 

* Prince Biron and Prince Putbus (nicknaaad Kapu^bus> 
Mere behind this project. 

* Built by the railway contractor Ferdinand Plessner. 
Promoted by Prince Biron; financed by Gereon 
Bleichroder and Jacob Landau. 

* Financed by the Berliner Handals-Oaaallschaft. 

In addition to the railttays entimerated above* Strousberg 

also built the Right Bank of the Oder Railway, which nayer 
does not list, because although its concession was granted 
in 1865, it was an expanded version of the Oppeln-Tarnowitz 
Railway of the 18S0's| and Hayer does not aention at all the 
Cheainitz*-Aue-Adarf Railway, the Trontechin-Neustadtl 
Railway, and the Harburg-Warburg Railway. Outside of 
Germany Strousberg built railways in Hungwy (the Hungarian 
Northeastern Railway); Russia (Brest-Brajewo) ; and Rounania. 
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Strousberg also aade unsuccessful bids fors ths Brunswick 
Stat* RallMays; the Saxon State Railways; the Serbian 
Railways! « railway in Schleswig-Hol stein. In addition 
to these railway intc^rests^ Strousberg also owned the 
locomotive works built up by Georg Egestor-ff in Hannover — 
Linden I the NeustJldter Htttte in the Harzi blast-furnaces at 
Othfresen, plus iron ore mines around Ddhren; mineral rights 
around Clausthal-Zellerf eld^ the Dortmunder Hutte; the coal 
mine "GlQckauf Tiefbau** in Bar op; and a huge heavy 
industrial and forestry complex centred around Zbirow 
castle in Boheeia. In addition to these holdings, 
Strousberg also possessed vast amounts of property, 
including the citadel of Antwerp, which he intended to 
redevelop. The war of 1870 plunged Strousberg into a 
liquidity crisis, in which his largest problee was the 
Roumanian railways. Strousberg had to surrender most of his 
empire (chiefly to the Oisconto-Gesel Ischaf t) and retreated 
to his Bohemian redoubt. He formed his second empire, which 
included the Deutsche Actien-Gesellschaf t fur Bergbau, £iA«n-^ i^r,^ 
Stahl -Industrie, which possessed the Ruhr coal minms 
"Urbanus" and "General"; the liehltheuer-Meida Railway in 
Thuringia; the Maag Valley Railway (Pressburg-Troppau— 
Prussian border) in Slovakia; the Pari s-Nar bonne Railway 
(Bourges-Gi en> ; the Frag-Wiener Aktiengesellschaf t fur 
Waggon- und Eisenbahnbedarf in Prag-Bubna; and the Elbinger 
Waggonf abrik. In 1875, however, Strousberg kited a bill of 
exchange on the Moscow Commercial Loan Bank and was arrested 
in f^ssia; his ventures in Russia, Germany and Austria- 
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Hungary •ntarad bankruptcy. With th» h»lp of August 

Starnbsrg, Strousberg thsn attempted yet another come-back 
in thB 1880*6, building straat railways in Dansig and 

Konigsberg, but did not meet with success and died in 
1884. 

Strousberg was only a w w b wr of a brilliant 
constellation« Mhich included Count Langrand-DuiaancsaUf 
Fsrdlnwid Plsssnar, Baron Haurics ds Hirsch, and tfis 
Chevalisr d'Ofenheim; but I have discussed hin at soas 
lengthy because Im was the aost i apart ant figure few the 
Berlin narket, and because he Mill play a role in soab 
vsnturss X shall discuss bsloM, such as ths founding of ths 
DortflMinder Union. 

Statistics do exist for ths total length of railways 
opened, but they are not wholly satisfactory. It seess clear 
that there is a lag« which Max Mengeringhausen estiiiiates at 
one to three years, bet we e n when the railways were 
constructed, and when they are declared open; in addition, 
it is by no seans clear how these statistics account for 
multiple-tracking. The raw figures, are, however, as 
fellows: 



106. The best account on Strou&berg is Bottfrled Reltbock, 
"Oer EisBnbahnkonig Strousberg und seine Bedeytung fiir das 
Buropaische Hi rtschaf tsl eben" in; Beitraoe zur Seschichte 
der Technik und Industrie. Jahrbuch des Vereines deutscher 
Inaanieure (Berlin, 1924). vol. 14 pp. 65-84; Stern, Gold 
and Iron cp» 358-366| 8Qnt»r Oggsr, Die Brttnder iahre. Al^ 
der KaoitalisBus iuno und verMQeen war fHunich, Zurich, 
1982) pp. 157-172. 
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Total length of railway track in various countries'*^ 





1360 


1865 


1870 


1875 


1879 


1882 


Britain 


16,797 


21 ,395 


24,383 


24,604 


28,491 


29,531 


France 


9,439 


13,577 


17,462 


n/a 


25 ,163 


28,880 


Germany 


11 ,088 


13,839 


18,450 


19,513 


33,094 


34,950 


Austr i a- 














Hungar y 


5, 160 


6,395 


9,761 


n/a 


18,335 


19,696 


U.S.A. 


49,255 


56,715 


85,288 


97,056 


135,029 


181,326 


Russi a 


1 ,539 


3,925 


11,243 


n/a 


23,400 


24,452 



The reason for my doubts should be clear from the above 
figures: it is difficult to believe that Germany built over 
thirteen thousand kilometres of railway during the 



depression years of 1876-187*?. Max Mengeri nghausen has 
produced a more satisfactory series of figures: 



Percentage Increase in Germany Railways, 1869-1880***' 

1869 6.67. 1875 9.77. 

1870 S-97. 1876 4.8% 

1871 Territorial change makes 1877 4.8X 
increase meaningless 1878 2.5X 

1872 4.47. 1879 5.77. 

1873 6.5% 1880 O. 1% 

1874 6.7% 



flengeri nghausen , whose Judgement I trust, says that the 
increase in railway length only enters the statistics after 
one to three years. The 1878 figure really corresponds to 
the terrible year for the iron industry, 1876.***^ 

A more vivid and reliable picture of the surge and 
collapse of the railway boom, however, is provided by the 



107. Lothar Hertel , Die Prei sentwi ckl unq der Unedlen Metalle 
und der Steinkohlen seit 1850 (Diss. Halle a.d. Saale, 1911) 
pp. 21, 26, 38, 49. 

108. Max Mengeri nghausen , Die Entwicklunq der 

Schienenf abri kation in Deutschland Typescript, Munich, 1928 
p. 48. 



109. Mengeri nghausen. Schi enenf abri kati on p. 48. 
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figurm for loconotivvs ordarad by tha North 



Gar«Mn 



rail ways I **• 



1870 
1871 
1872 
1873 
1874 
1875 



281 
444 
487 
900 

1038 
S22 



1876 

1877 
1878 
1879 
1880 



276 
911 
243 
44 
37 



Thara ara problaas with thaaa figuras as well. It is not 
cl aar whathar or not thay taka account of ordars which wara 

placed and later cancelled; the figure of 1038 for 1874 is a 
peculiar lagi and tha figure of 911 for 1877 is vary 
peculiar indeed. But in spite of these oddities, these 
figures ara good at conveying tha surge in railway activity 
which peaked in 1873, and the catastrophic collapse which 
followed. 

Tha boom which culminated in the crash of 1873 went 
through the Beraan economy like a sheep through a boa 
constrictor. First, the railways bcximedi than, tha 
ironworks followed; the collieries followed in the wake of 
tha first two industries. Iron prices doubled in eermany in 
the first six nonths of 1872.*** This brought the downfall 
of the railways! by tha third quarter of 1872 Per Ak^ionar 
noted that railways' earnings were declining because 
although their costs wcM^e rising, they were not allowed to 
increase their rates and in soma instances had to reduce 



110. Malt her Dabritz and Erich Metzaltin, Hundert Jahra 
Hanomao (Dasseldorf, 193S) p. 74. 

111. Dortmunder Union Annual Raport 1872/73 p. 9. ini 
Hoesch AG, Marksarchiv, Az. DHHU 1390 (1873). 
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them. If 1872 was the year the railways peaked and then 
began to decline, 1873 was the turning point for the iron 
industry. * Coal prices increased very rapidly in 1873, so 
that Kl adderadatsch suggested that it could be best used as 
jewellery. In 1874 the catastrophe spread to the coal 
industry as well.*** 

This then is my picture of the boom of 1867-1873: a 
railway boom which fed through into heavy industry. 1873 
saw both the culmination and to a certain extent the end of 
Germany's main period of railway building, because by then 
all the major lines were complete or soon to be finished. 
This is reflected in the disastrous decline in locomotive 
orders. The boom moved upstream through the German economy, 
and as the prices of first iron, and then coal were bid up 
to giddy heights, the boom was choked off in the consuming 
industries. 

r. The Advance and Retreat of the Credit Mobil ier Concept . 

I now want to discuss the question why universal banks 
exist in Germany but not in other major industrial 
countries. I shall discuss the formation of the Credit 

112. "Petri ebs-Resultate deutscher und ostrei chi scher 
Privatbahnen in den drei ersten Quartalen 1872 und 1871" in: 
Aktionar (Frankfurt/Main , 17 November 1872) vol. 19 No. 986, 
Bei laoe. 

113. Dortmunder Union Annual Reports 1872/73 and 1873/74 in: 
Werksarchiv, Hoesch AG, Az . DHHU 1390. 

114. Dortmunder Union Annual Reports 1873/74 and 1874/75 ins 
Hoesch AG, Werksarchiv, Az. DHHU 1390. 6BAG Annual Report 
1874 p. 5 in: BBA (GBA6 Archiv) Az . 1 30 00 Nr.l. 
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nobiliari an aspact of thm CrMit Habiliar Nhich I think im 
very important and very in-fluential on German banking 
cuBtoMSt naaely speculation in th» bank's oim shares} and 
finally, the actual advance and retreat of the Credit 
Itabilier and its ieitators in various countries. 

Richard Tilly has argued that German universal banks do 
not derive fron the Cr4dit Hobilier, but rather are a 
continuation the industrial banking tradition of Rhenish 
private bankers and of Court Jews bef ore them. There is 

an elaeent of truth to this, but I find Helmut Bfihtie's 
argument that German universal banks arose in opposition to 
private bankers onre convincing. Aside froe a foM f orMard- 
looking private bankers like Freiherr Abraham von Oppenheim, 
Mho helped found the Bank f Qr Handel und Industrie in 
Darestadt, private bankers wanted to meet the increasing 
capital needs of German railways and industry in the iOSO's 
through methods which would preserve their position as 
Intermediaries. One such innovation was the founding of the 
Bank des Berliner Kassen-Vereins, which allo w ed the private 
bankers of Berlin to rediscount each other's paper; another 
innovation was the "Privat-Aktienbanken", the establishment 
of regional, privately managed note-issuing banks. These 
banks had the word "Privat" in their name because they were 
privately managedi the Preussische Bank, like the Bank of 
England and the Ban que de France, had private shareholders 
but was managed by the government* These note-'issuing banks 
included: the Cblnische Privatbank, founded 1855; and the 

lis. Tilly "German Banking" pp. 118-119. 
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DortMundar Privat-Akticnbank« ttis Oanzigar Privat- 

Aktienbank, the Provinzial-Aktienbank des Brossherzogthums 
Poson, and thm Hagenar Privat-Aktlmbank, all founded 1897. 
Hslmit BShniB has arguad that the most p on er-ful nan in 
coamrcial matters in Prussia in this period, the Minister 
of CcNmerce and Finance August von der Heydt pursued a 
deliberate policy of introducing financial innovations Mhich 
Mould make credit easier to com by, but Mould not raise up 
poMerful competitors to the private bankers: he Mas very 
ready to grant concessions to form joint-stock industrial 
companies, he granted the concessions for the Bank des 
Berliner Kassen-Verei ns and for the Pr i vat-Akt i enbanken - but 
he Mould not grant a concession to sat up a universal bank 
on the model of the Credit Mobil ier in Prussia. Von der 
Heydt Mas himself a private banker - he had been the senior 
partner of von der Heydt-Kersten it Sohne of Elberfeld before 
he became a minister - and he Mas Milling to assist the 
formation of Pr i vat-Akti enbanken because they preserved the 
role of the private banker as a credit Intermediary, but did 
not raise up a competitor to the private banker in the way 
that the concession of universal banks Mould. This argument 
is more convincing than Tilly's vieM of the universal banks 

■ 

as the continuation of traditional business of private 
bankers. * 

One of the oiotives which led to the formation of 
universal banks Mas the feeling that discount facilities 

116. Bfihme, "Preussi sche Bankpolitik 1848-18931 Bpsetg- 

Sammluno fur den preussischen Staat 1899 pp. 720-740; 1897 
pp. 193-216, 241-2S0, 705-724. 
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mmrm inadvquat*. Bmrtrmnd Bill* Mantions that this Mas the 

case in France, where businessmen were particularly unhappy 
Mith th» Bank of France's dsaand for thrae signatures on a 
bill before it would discount it.*^'*^ That this unhappiness 
Mas shared by Berean businesseen is shoMn by the formation 
and the very naee of the Disconto-Besellschaft, Mhere 
various textile manufacturers and other businesseen caee 
together to discount each other's paper. Private bankws 
finally caved in to the aove towards universal banks during 
the flood year of 18S6« when a nuober of Berlin private 
bankers f orated the Berliner Handel s~6esellschaft. But the 
difference betMeen this universal bank, forned by private 
bankcHTSt and the Disconto-Besellschaft, formed by merchants 
and textile manufacturers, can be seen by contrasting the 
lists of board members and director of these tMo banks Mith 
that of the Bank des Berliner Kassen-Vereins. The 
administrative board and the shareholders' committee of the 
Bank dee Berliner Kassen-Vereins provides almost an ftlmanach 
dm Botha of Berlin private bankers. The number of 
interlcscks Mith the administrative board and partners of the 
Berliner Handel sgesellschaft is very striking. In the 
period iB56-1900, seventeen meebers of Kassen-Verein's 
shareholders commitee and/or administrative board were also 
members of the administrative board of the Berliner Handel s- 
Gesel 1 schaf t . In that same period, three partners of the 



117. Bertrand 81 lie, "Les Saint-Simoniens et le Credit *' ini 

6i 1 1 e , La Panoue efi France au XI X* Si^cle. Recherches 
Hi storiaues (Qeneva, 1970) pp. 106-107. (= Travaux de proitf 
d'economieT de Socioloaie et des Sciences Politioues No. 81). 
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Berliner Handel s-Beeellschaft Mere also aeebers of one or 
other of the organs of the Kassen'-Verein. The 
administrative board neobers of the Berliner Handel s- 
Gesellschaft Mho held these interlocking directorships 
included the cr^me-de-la-cr^me o-f Berlin private bankers: F. 
Martin von Magnus; Alexander Mendelssohn; Robert Warschauer; 
Sustav GiiterbQCk (of the firm Moritz Guterbock Sc Co. | a 
member of this firm subscribed for the French »iar loan 
during the ««ar of 1870, and Has imprisoned for treason) | 
Gerson Bleichrdder; Ferdinand Jaques, who financed 
Strousberg and went down with his protAg* in 1873; Hermann 
Zwicker, a partner in Cebruder Schickler; and Max Anton 
Wagner, a partner in Anhalt li Wagner. The contrast could 
not be greater with the Dlsconto-Gesellschaft , where there 
are only three interlocks during the same periods the 
Disconto-Gesellschaft partner Emil Hecker, who only became a 
member of the shareholder's committee more than two decades 
after the Disconto-Gesellschaft was founded t in 1877; the 
Oisconto— Gesellschaft supervi&ory board member Richard von 
Hardt, who Joined the shareholders' committee in 1881; and 
the Disconto— Besellschaf t partner Alexander SchcMvller, who 
Joined the shareholders' committee in 1894. This, plus 
occasional remarks let drop by the Berlin correspondent of 
Per Aktionar convince me that there was a profound hostility 
on the part of many Berlin private bankers to the new 
Disconto-Gesellschaft, which was not a continuation of the 
old private banking business, and that the Disconto- 
Gesellschaft and the Berliner Handel s-Gesellschaft had two 
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vary diffinrant charactars: tha forasr mas a cloth 

Manufacturers' and other businessmen's bank, formed in 

opposition to tha privata bankara, tha lattar an association 

I 

of private bankers.*** 

It is unfortunately not possibla to rapaat this 
coaparison for other aiajar banks, because Me do not possess 
coaplete lists of the directors and supervisory boards of 
the other banks. There is soee eore overlap in the case of 
the Deutsche Banki four of the founders of the Deutsche Bank 
- Hereann Zwickar, Adalbert DelbrOck, Victor Freiherr von 
Magnus, and Adolph Meyer - were also neoibers of the various 
organs of the Kassen-Verein. But this is because the 
Deutsche Bank i«as not foundetd as a domestic universal bank 
initially* but rather to handle foreign trade operations for 
these private banks. Thus these men - Mhose eeebership of 
the Kassen-Verein usually precedes the foraation of the 
Deutsche Bank in 1870 — were sitting on the boards of the 
Kassen-Verein not as representatives of the Deutsche Bank, 
but rather on behalf of their private banks iGebrOder 
Schickler; Delbriick, Leo Sc Co.; F. Mart. Magnus; and E.J. 
Meyer) • The Deutsche Bank finally won representation in its 
own right in 1881, when its director Heraann Mallich Joined 
the shareholders' cooaittee of the Kassen-Verein. That sane 
year also ssm the Bank fOr Handel und Industrie win 
representation, when its director, Franz Dulberg, joined the 



118. Berliner Handel s-Gesellschaft 1856-1956 pp. t2773- 
C2793| Pi sconto-Festschr i ft pp. 263, 269-271. Pie Bank des 

Berliner Kassen-Verei ns 1850-1900. Denkschrift gUflt |- flq t jqtffr 
1900 CBerlin and Leipzig, 19003 pp. 63-69. 
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shareholders' committee. No other joint-stock banks appear 
to be represented, unless the coal merchant, Eduard Arnhold, 
who had close ties to the Dresdner Bank, represented the 
Saxon institution Mhen he joined the shareholders' committee 
in 1895. 

To go over this ground again, I do not see, as Tilly 
does, the German universal banks as a continuation of the 
business o-f private bankers. In the early years, be-fore 
1856, they arose in opposition to existing private banks, 
and the hostility o-f private bankers to the Disconto- 
Gesellschaft in particular can be seen in their excluding 
the Disconto-Gesellscha-f t -from the councils o-f the Bank des 
Berliner Kassen-Vereins, the private bankers' own club, 
until 1877. 

In contrast to Tilly, I see the rise o-f universal banks 
not growing out o-f traditional private banks, but rather 
being set up in imitation of the French Credit Mobilier. A 
number of institutions anticipated the idea of the univerasl 
bank: the Soci^t^ G^n^rale de Bel gi que of 1822, ^^^^ the 
proposals of the French financier Jacques Laffitte,*** and 
the Hungarian Commercial Bank of Budapest of 1841 (Pesti 

119. Berliner Kassen-Verein pp. 63-69; Advertisement to 
subscribe to shares of the Deutsche Bank in Aktionar 
(Frankfurt /Main, Sunday 27 March 1870) vol. 17 No. 848 
Zweite Beilaqe p. 221. 

120. Cameron, France and Economic Development pp. 119-123. 

121. Cameron, France and Economic Development pp. 112-114; 
Bertrand Gille "Les Sai nt-Si moni ens et le Credit" in: La 
Banque en France au XIX* Si ^cl e. Recherches Historiaues 
(Geneva, 1970) pp. 105-124. 
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magyar kereskedel tni bank).*=*= There are some interesting 
parallels betwen the Belgian and Hungarian institutions: in 
each case they were established to develop the economy o-f a 
subject nation, in the hope that this would increase the 
satisfaction o-f the subject nation with its lot. But 
although there were a number of pioneers who stumbled upon 
the idea before them, the first fully worked-out programme 
for a universal bank was devised by the Pereire brothers, 
who formed the Soci^t^ G^n^rale du Credit Mobilier in 
November 18S2. ^mile and Isaac Pereire were followers of the 
Utopian socialist ideas of Claude-Henri, Count de Saint- 
Simon. Sai nt-Si monians saw banks as an economic irrigation 
system, shifting money from areas of capital surplus to 
areas of capital deficit. They also devised the concept of 
the "valeur omnium" ; a bank would make loans to industry 
and then repackage these loans as short-term bonds which it 
would sell to the public. The solid credit of the bank 
would enable it to raise funds more cheaply than the 
uncertain credit of the industrialist. The Pereires also 
planned an international network of Credit Mobiliers, to 
even out the fluctuations between the various money markets. 
Unfortunately the plans to sell short— term bonds with a 
maturity of as little as 45 days did not work out - thus the 
Cr6dit Mobilier did not have the chance to tap the funds of 

122. I owe this reference to Dr. Robert Notel of St. 
Antony's College, Oxford, and Geneva. 

123. The Pereires took the term "omnium" over from a British 
financial vehicle, a security which combined shares and 
stocks in one package (known as "units" on Wall Street). The 
concepts have little in common except the name. 
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the snail savor, as nodarn banks can do through cartif icatas 

of deposit and extensive branch networks. For its funds, 
the OrMit Hobiliar relied on its own substantial capital - 
60 ail lion francs Cequal to 48 million aarks) - and a large 
anount of deposits« which at times rose as high as lOO 
Billion francs <ao million marks). The companies for which 
the Credit Mobil ier underwrote securities also had to 
maintain current accounts at the CrMit Mobil ier; the 
railway companies in particular often ran large credit 
balances. For a variety of reasons, the CrMit nobilier 
concentrated nore and more on share underwri tings and 
trading for its aim account on the boursei problems with the 
North of Spain railway, a bankrupt property company, and 
reverses on the stock market due to the Overend, Gurney 
crisis of 1866 caused the collapse of Cr«dit Mobil ier in 
1867. 

There is another element of the Cr*dit Mobil ier which 

is usually not given sufficient emphasis, but which becaoie a 
striking characteristic of the German universal banksx this 
is the practice of banks speculating in their own shares. 
Since the CrMit Mobil ier and other universal banks borroMed 
short and lent for unusually long terms, it was vital that 
the banks otaintain the confidence of their depositors. The 
theory was that the best way to retain this confidence was 
by maintaining the share price on the stock exchange of the 
bank's own shares at a high level. That the CrMit Mobil ier 

124. Johann Plenge, Branduno und Beschiehte des Drfldlt 

liobi 1 1 er (Tubingen, 1903); Cameron, France and Eeonomie 
Development pp. 134-158, 166-171, 190-195. 
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speculated in its own shares is well known. What is less 
well known is that speculation in their own shares was 
engaged in all the time by German universal banks -From 1BS3 
until 1931. The Bank fur Handel und Industrie had massive 
positions in its own shares during the 1850's. In 1860 
the leading German financial weekly. Per AktionSr . remarked 
that punters of the Berlin bourse were now wary of selling 
short shares of the Di sconto-Gesel 1 schaf t , because the 
Oisconto-Gesel Ischaf t had proved extremely sophisticated at 
manipulating the market in its own shares.*** By 1900 this 
practice had become very subtle. When a bank felt its shares 
were unduly weak, it would buy its own shares - but, to 
guard against a sell -off in the bank sector or even a 
general stock market decline, it would sell short an equal 
amount of shares of the competitor it most disliked. In 
1910 the Berliner Handel s-Gesel 1 schaf t noticed an unusual 
weakness in its shares and intervened in the market, at the 
same time hedging its position by selling short Disconto— 
Gesell schaf t shares, which was the bank Carl Furstenberg 
hated most that year. Yet massive sales of the Berliner 
Handels—Gesel Ischaf t shares continued so the bank 
repeatedly intervened - always hedging through selling 
short Di sconto-Gesel leschaft shares. Fortunately the floor 
brokers of the two banks were extremely skillful and soon 

125. Wirth, Handel skri sen pp. 293-294: Joseph Hansen, Gustav 
von Mevissen. Ein rheinisches Lebensbild 1815-1899 (Berlin, 
1906) vol 1. p. 769 and note 2; Cameron, France and Economic 
Development pp. 149-150. 

126. "Berliner Borse (2. bis 8. Juni > " in: Aktionar 
(Frankfurt, Sunday, 10 June 1860) vol. 7 No. 337 p. 396. 
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began to suspect what was happening. One day the Disconto— 
Gesellschaft broker went up to the Berliner Handels- 
Gesellschaft broker and said: "I have a customer for a large 
packet of Berliner Handel s—6esel 1 schaft shares; could you 
sell me some?" The Berliner Handel s-Gesell schaft broker 
concluded the deal - it amounted to !*/■* million marks - and 
said, "And don't pay me in cash - give me Disconto— 
Gesellschaft shares, because I have a large customer for 
them as well!" Thus the two banks were able to unwind their 
positions. 

Clearly this practice was a recipe for disaster; and 
when disaster did strike in 1931, the Deutsche Bank und 
Di sconto-Gesel 1 schaft (the two banks had merged in October 
1929) owned ll'/L of its own shares; the Dresdner Bank 34%, 
the Commerz- und Privatbank 50%, and the Darmstadter — 
Nationalbank 60/C of its own shares.'^* The Reich intervened 
and effectively nationalized the banks by taking over these 
share packets. More skillful banks could purchase their own 
shares indirectly by extending loans to their traditional 
industrial "friends", who then purchased the shares: the 
Deutsche Bank, for example, had Mannesmann purchase 3 
million RM Deutsche Bank shares in 1932; it had Siemens 



127. Paul Wallich, Lehr- und Wanderjahre pp. 384-385. 

128. Richard Lewinsohn and Franz Pick, La Bourse. Les 

Di verses Formes de la Speculation dans les Grandes Bourses 
Wondiales (Paris, 1933) pp. 21-24. 



85 



purchaM anothw 2 Million RH. Anoth«r md>tl« tactiniciiw 

was to purchase shares via private banks in which the joint 
Stock banks held m ail ant partnarahip* Mhich haa tha 
advantage that private banks do not need to publish balance 
shaata. Tha Dautscha Bank appears to hava usad tha 
Frankfurt private bank Lazard Spayar-Elliaaan to p4jrchasB 
Deutsche Bank shares. Manipulating tha aarkat in its own 
shares was a diatinctiva charactariatic of tha Cr*dit 
Mobil ierj it was also a distinctive characteristic of the 
Gkaroan univaraal banks. 

As I mentioned above, another object o-f the CrSdit 
ftobiliar was to establish further capias of itsalf 
throughout Europei the Bank f Or Handel und Industrie at 
Darastadt in 1893, the Sociedad General da Credito 
Mobil iario Eapaffol at Madrid in 1896, tha Sociat* Benerala 
di Credito Mobiliare Italiano at Turin in 1863 <which 
collapsed in 1893), the Algeaeene MaatschappiJ voor Handel 
en Nijverheid at Amsterdan in 1863, and the International 
Financial Society at London in i863. The C>-Mit Mobiliar 
inspirsd nuosrous iaitatorss to forestall the PereirM 
setting up their own bank in Austria, the Rothschilds 
founded tha Kaiserlich-KSnigliche privilegirte 
Oesterrei chi 5che Credi t-Anstal t fiir Handel und Gewerbe in 

129. Of -f ice of Military Bovernment, United States. Finance 
Division! Financial Investigation Section, Er mi tt 1 unaen 
oeoen die Deutsche Bank 1946/1947- <NSrdlingen, 1989) pp. 
108-109, 129. 

130. Kurt Bossweiler **Dle Rolle der Brossbankan in 

Imperial ismus" in: Jahrbuch fiir Wlrtschaf taoeschichta (East 
Berlin, 1971) Part III pp. SO-Sl. 
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18SS. The high tid* -for founding neH banks cam in 1896. 
That year saw the -forest ion of the SchMelzsrlsche Credit- 
Anatalt in Zurich, the Allgeeeine deutsche Credit-Anstslt in 
Leipzig, the Vereinsbsnk in Hanburg, the Norddeutsche Bank 

in Hamburg, the Mi ttel deutsche Credit-Bank in tieiningen, the 
Schlesischer Bank-VSrein in Breslau, the DesBauer Credit- 
Anstalt, the Coburg—Gothaischs Credit-Anstalt , the 
Preussische Handel s-Gesellschaft in KSnigsbarg, snd the 
Hagdeburger Handel s-Coapagnie. These last tMO banks did not 
survive, being liquidated by the end of 1858, and the 
SchMeizerische Credit-Anstalt (noM, of course, one of the 
big three Swiss banks) the Allgemeine deutsche Credit- 
Anstalt (usually abbreviated as Adca> , and the Schlesischer 
Bank-Verein encountered serious difficulties after 18S7. 
1856 also SSM the 04 sconto-Gesel 1 schaf t change its corporate 
bye-laws so that it was no longer a co-operative credit 
union, but a full universal bank. 1856 also was the year 
that the Disconto-Gesellschaf t pioneered the corporate fore 
of the Komeanditaesellschaf t auf Aktien . which was copied by 
all the banks founded in Prussia, naaelys the Berliner 
Handel s-Gesellschaft, the Schlesischer Bank-Verein, the 
Preussische Handel s-Gesellschaft and the Hagdeburger 
Handel s-Companie. 

The early 1860's were also very fertile for new banks. 
As I mentioned above, the CrMlt ?1obilier set up banks in 
1863 in Aesterdae, Turin, and London. A cansartium of rival 



131. Camron, France and Econoaic Peveloneent pp. 160-161 1 
DU»ritz, Discontri-Besellsehaft dp. 64-67. 
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private bankers established a bank in London - the General 
Credit and Finance Conpwiy — and a bank in ParlSi the 
Soci6t6 G6n^rale pour favor iser le developpement du 
CcMMMTce et de 1' Industrie en Frmce, Mhlch sam the light in 
1864. If universal bwiks did not take hold in countries 
outside 6er«iBnyy it Mas not for want of trying. To explain 
»«hy they did not take hold, t Mill discuss in nore detail 
the tNO banks I have just mentioneds the French Socidtd 
BAnArale and the Boner al Credit and Finance Coepany. 

The driving force behind the Soci^t^ G^n^rale was the 
French railway king Pfiuilin TaIabot« the head of the Cheein 
de Fer de Paris & Lyon st la Hediterrante (the railway froe 
Paris to Lyons and Marseilles) • Talabot had the Soci^t^ 
BtaArale invest in all his pet projectsi a steel company, 
the Socl^t^ de Denain-Anzin; the Algerian iron ore nines 
Hokta-el-Hadids and a cross-haul metallurgical combine 
between iron ore mines at Krivoi Rog in the Ukraine and the 
coal deposits of the Donetz basin. All these projects took 
a long time to pay off, when they paid off at all; and 
although they might appeal to a railway magnate, who could 
profit from the freight generated by heavy industry (in 
particular hauling iron ore north over the P.L.M. to the 
French steel districts) , they were ncvt suited to a bank 
which needed to stay liquid. The bank also had an 
unfortunate experience with Peruvian bonds, which the 
company history refers to as **the guano affair". As a 
result of these experiences and with the collapse of the 
Cr*dit tfobilier in 1867 as a recent memento mori - the 
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diractors dacidod in 1869 "not to oxtond** thsir Industrial 
promotions. Therea-fter tha Soci4t* BAnArala Morfcad off the 
burden Talabot had inposad and bacaaa a coaaarcial bank, 
rather than an investaent bank. The classic French 

commercial bank, the Cradit Lyonnais of Henri Gernain, began 
by engaging in investnent banking as melli but heavy losses 
on investnents in the Lyons chemical industry between 1863 
and 1870 made Henri Bereain decide to concentrate on 
coeaercial banking. Thus the events of the 1860 's - of 
Nhlch the most spectacular Has the collapse of the Credit 
Hobilier — convinced the French banking systee of the virtue 
of separating comm^cial and investment banking, and 
introduced the present distinction between **banc|ues de 
dfipdts", such as the 8oci«t« 8«nerale and the CrMlt 
LyonnaiSf and "banques d'affaires", such as the Banque de 
Paris et des Pays-Bas, the Rothschild private bank« and the 
later Banque de 1 'Union Parisienne. 

In England, the events of the 1860*s paralleled those 
in France, in that they reconfirmed a separation of 
investment from co mm ercial banking Mhich ipmis already 
traditional. The new finance houses of the 1860'6 were 
trying to breach this barrier, and foremost among them was 
the eeneral Credit and Finance Company. If the French 



132. 5G. Soci6t6 B6n6rale pour favor iser le developpement du 
commerce et de I'industrie en France 1864/1964 (Paris, 1964) 
pp. 51-55, 67-72; Bertrand Gille, "Les premieres anntes de 
la Societe G6ndrale" Ins Gllle, La Banoue en France au XIX** 
Si^cle . pp. 207-266; Claude Fohlen, "The Industrial 
Revolution in France 1700-1914" ins Carlo H. Cipolla, ed. 

Tht Fontina Jgconowic HUtorv of Eurggti Th^wgrggngg 9f 

Industrial Soeieties (Glasgow, 1973> Part One, pp. 37-38. 
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Soci6t6 G^n^rale was dominated by Talabot, the English 
Gonaral CrMlit and Financa mas doninatad by th« great 
railway contractor, Thoaaa Brasaay. One o-f the first tasks 
of tha new bank was to land Br assay and his falloM 
contractors Pato and Batts £300,000 so thay could coaplata 
the Danish railways. The bank also supplied money to 
coaplata the Central Argentine Railway , another Brassey 
venture. Then came the Over end, 6urney panic of 1866. Sir 
Saaual Morton Pato failed* and even aore solid contractors, 
such as Brassey and Joseph Firbank, escaped only by a 
««hisker. 90% was wiped off the value of General Credit's 
shares; only a cash call of £2 a share saved it too from 
suspension. In November 1866 it renounced all "financing" 
and preaised to concentrate en noraal bill ear ket 
operations; it went into liquidation and transferred its 
business to the General Credit and Discount Coapany of 
London, with a new capital of two ail lion pounds, of which 
Million was paid up. This was a large capital far a 

» 

discount house, but eost was locked up in illiquid — chiefly 
railway- securitieSf which led the Economi st to declare that 
although there was rooa for a third "good discount house" « 
it could not be General Credit because of its "other" 
securities. In 1885 General Credit eerged into the Union 
Discount Company of London Limited, which still exists 
today.*" Thus the evcmts of the 1860'b - in England, the 
Over end* Gurney crisis, in France, the collapse of the 

133. W.T.C. King, Historv of tha London Discount Market 

(London, 1936) pp. 231-232, 257-258, 261-262; Cameron, 
France and EconQmic Development pp. 184-185. 
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CrMit HobiliBr - canfiriied an infornal snpAration of 

coffloiercial from investnent banking, which still 
char actor izM both banking •ystams. 

In father countries, this separation Mas inposod 
through statute laM in reaction to the crises of the 1930 's. 
When the Italian banking crisis broke out in April 1931, the 
governotent intervened, took over the banks' holdings of 
industrial shares and inposed a legal separation of 
commercial from investment banking. These industrial shares 
mere turned over to a governaent-OMned holding caaipany« the 
Istituto per la Ricostruzione Italiana (I.R. I.> - still the 
largest non-oil coiipany in Europe. In the United States in 
the 1920 's, a nueber of eajor comaercial banks, including 
the National City Bank and the Chase National Bank, f creed 
affiliates to engage in securities trading. This was 
regarded as one of the abuses which led to the economic 
crisis of 1929-1933, and so the separation of coeeercial 
from investment banking was enshrined in law by the Glass- 
Steagall Act of 1933. Sinilar legislation Mas also enacted 
in Belgium. Finally, when flacArthur was re-shaping Japan 
after 1945, he introduced legislation Modelled on the Glass- 
Steagall Act Mhich became Article 69 of the Japanese Banking 
law and separated the two types of banking. The only major 
industrial country Mhere this separation has not been 
imposed, whether by strength of informal custom or through 
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Ivgislationf is Garinany. 

In ay outlina of th« literature above leee pp. 3-7> I 
havB nentionsd th« various debates in 6eriBany about 
univerMl banksi the criticise by Max Mirth, Adolf Wagner, 
Paul Model and others, and the very successful defence of 
universal banks eounted by Adolf Weber , Johaim Plenge, and 
Jacob Riesser. Suggestions for refore mere also aade dwing 
the banking crisis after 1931 i I mentioned the proposal of 
Ernst Wageeann and the offer by the Warburgs. Yet none of 
these proposals carried the day. Instead a coounittee Nas 
establiehed in 1933 to investigate the banking systei* under 
the chairmanship of Horace Greeley Hjalmar Schacht, Mho Mas 
then once again president of the Reichabank. The coeeittee 
found in favour of the status quo - either because Schacht 
personally believed in the status quo, or because he did 
not want to set bi^erkers like Gottfried Feder loose to 
reform the banking system. The Nazis themselves had few 
constructive suggestions about reforeing the banking systeet 
when they thought about it at al 1 , they usual 1 y suggested 
nationalization. After 1943, the occupying powers pursued a 
different policy froe the one in Japanf instead of breaking 
up banks by function, they broke them up regionally, on the 

134. "Banks and Industry in the Interwar Period" in: Journal 
of Eurooy^n Economic Hi at or v (Rome, Fall 1984) vol. 13, No. 
2 pp. 131—136, 2S3-2S8| Karl Erich Born, Bold und Banken ie 
19. and 20. Jahrhundert (Stuttgart, 1977) pp. 518-321; Henry 
C. Wallich and Mabel 1. Mallich, "Banking and Finance" in: 
Hugh Patrick and Henry Roaovsky eds. Asia's New Giant. How 
the Jaoaneae Economy Works (Washington, B.C., 1976) pp. 279- 
298. 
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■odal of thm Aaarican systaa - partly, anm prMUMS, bacauM 

this typa of reforoi fitted in nail with th« division of 
Seraany into zones of occupation. In th« Soviet Zone, the 
banks ware teaporarily cSchmkI in 1946, and have never since 

re-opened. In the Mestern zones, by 1937 the regional banks 
had re-eer ged theaselves into their old pre-war 
aanif estations of Deutsche Bank, Dresdner Bank, and 
CoMierzbank. The Sernan banking systen has thus reaained 
unreforaed. 

The usual explanation as to why Oernany has universal 
banks, and other countries do not, is assuaad to lie within 
Germany. A shortage o-f capital is the usual reason given. 
Khut Borchardt has argued that the idea that Beraany 
suffered from a capital shortage at the beginning of the 
nineteenth century is a ayth. The behaviour of interest 
rates confiras this views Borsig could borrow at slightly 
over 3X in the 1840 's, whereas interest rates in lands which 
suffer froa a genuine capital shortage, such as Uruguay, 
were 12-1851 for debts in hard currency.*^ I have 
intentionally devoted ouch space to the davelopaent of other 
banking systems, because the Oeraan banking systea is 
different not because of soae peculiarity in the Seraan 
condition - universal banks have been sat up in nearly every 

139. Knut Borchardt, **Zur Frage das Kapitalaangels in der 

ersten Halfte des 19. Jahrhunderts in Deutschland" in: 
Jahrbucher fur National fikonoaie und Statistik (Stuttgart, 
1961) vol. 173 pp. 401-421. 

136. Born, Geld und Banken , pp. 91-95; on Uruguay see 
Eduardo Acevedo, Obras Historicas. AoTales HistT^icos del 
LhruQuav (Hontevidae, 1934> vol. 3 pp. 780-781. 
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country at anm tiM or wiothar - but rmthmr hmcmumm othmr 
countries have reformed their banking systems, Mhereas such 
4k r»for« hmm navw occurrad in OwMny. Tha othar point I 
•fish to bring out is that this distinction has not arisan 
bacauaa of a chronic conditiont auch aa a capital ahcMrtagai 
rathar It ia bacauaa of raactlona to apacific acuta and 
trauaatic criaas Mhich throw tha dafacta of univaraal 
banking into sharp raliaf • 

GbRaisina Capital for Sermanv's Industrial Develooaent 
Tha conatruction of tha Oaroan railitay natwork aaw a 
aassive mobilization of capital within a remarkably short 
pariod. Tha firat Baraan railway tMurartbarg-FOrth) was 
opened on 7 December 1835. Mhan the private railways in the 
kingdcw of Prussia wara taken over by the state at the and 
of the 1870 's, tha Rhanish Railway Coapany had (1880) 
224,586,000 marks class "A" ordinary shares in circulation, 
and 37^/* ail lion aarka daaa "B** ordinary aharaaf tha 
Cologne— Mi nden Railway CcMapany had 117 million marks worth 

Of ordinary aharaa in circulation, plua 10^/* aillicm aarka 
5% bonds, 230,273,500 marks 4*/Jtbands, and 129 million 
aarka 4X bcmda. The figuraa for tha aharaa ara nominal 
capital; tha market capitalisations of tha railwaya wara 
usually higher still. In tares of noainal capital, if wa 
include tha bond iaauaa, tha Cologna-Mindan Railway Coapany 
easily beats what is usually considered the institution with 
tha highaat noainal capital in Saraany bafora 1914 - tha 

iZT^^^^B^chic^^ und BBonriPhlg dgr PButwhwi Elwntiihnm 

pp. 400, 47S. 
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Oisconto-teMllschaft on the ev* of tho First Morld Iter, 
when it had absorbed the Schaaffhausen'scher Bankverein end 
attained a noeinal capital of 300 Million aarks. The 
Cologne-Minden Rail May Coapany Mas also larger than the 
largest Industrial conpanies as of Oecsmber 1913s Fried. 
Krupp AG, Mhich had a noeinal capital of 180 eillion earksi 
the Belsenkirchener BergMerks-Actian-6ssBllschaf t, which had 
a noeinal capital of 180 eillion ear ks and a earket 
capitalization of 331.02 eillion earks; and the Allgeeeine 
Electricitj&ts-6«sBllschaf t, which had a nominal capital of 
199 eillion earks, and a market capitalization of 363.94 
million marks. '^'^ Admittedly the nominal capital and the 
market capitalization of the A.E.8. does not tell the whole 
story, because the A.E.6. was only the flagship of a concern 
Mith nueerouB subsisdiaries and affiliatesi such as the 
Bank fOr elektrische Untamehoungen (the "Elektro-Bank") in 
Zurich; a good case can still be made that the big 
rail Mays « like the Rhenish Railway Coapany and the Colegne- 
Minden Railway were the largest enterprises in Germany 
before 1914, a point which is usually overlooked because 
they disappeared froe the private sector around 1880. It is 
astonishing that so much capital was accuaulated in such a 
short time. Mhere did this capital coee from? 

Before I set out to answer this question, I must 

138. Alfred Lansburgh, "Die Bank mit den 300 liillionen" in: 
Die Bank. Monatshefte fur Finanz- und Bankwesen (Berlin, May 
1914) pp. 419-426. 

139. Jahrbuch der Berliner Borsa 1914/1915. Ein 
Naehmehlanmbuch fOr Bankiers und Kaoitalisten 36th edition 
(Berlin, Leipzig, Haeburg, 1914). 
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eaphasize that we cannot ansner this question Mith the 
certainty Me can in the case of the econcMiic history of the 
United States or the United Kingdoe. Virtually all shares 
on the Continent ere in bearer far«| Latin countries (and 
Holland and Belgium: Naamloze Vennootschap ) call the public 
lieited coepany a Soci^t^ Anonvee . because its owners are 
naaeless. Continental coepanies do not possess lists of 
shareholders comparable to Anglo-Aeerican share registries 
which would allow us to produce analyses sieilar to those 
which have been done -for British investors in Latin America 
and British investors in railways. None of the 
alternatives are very satisfactory. Richard Tilly has done 
an interesting analysis based on subscribers for shares in 
the capital increases of the Schaaffhausen'scher Bankverein 
in 1895 and 1899.*^'**^ The material is flawed, however, 
because it over represents Joint-stock bwiks and private 
bankers. The percentage distribution of the Cologne 

Shareholders CTilly does not produce coeparable figures for 
shareholders outside Cologne; the percentages are fliy own 
calculations, based on Tilly's raw figures) by occupatiCM) 
during the capital increases of 1895 and 1899 and attend! ng 

140. Charles Jones* "Mho Invested in Argentina and Uruguay?** 

in: Business Archives. The Journal of the Business Archives 
pouncil (London, November 1982) New Series vol. 4, No. 4, 
pp. 1—23$ Roderick Floud and Donald HcCloskey, T^e Economic 

mrtorv gf grtf tn tlnct l7Wt voiuee u i7^tw> 

(Caebridge, 1981) p. 233. 

141. Richard Tilly, "Kapital und Kapitalisten des 

Schaaf f hausen 'schen Bankvereins, 1895-1899" ins Tilly, 
Kapital. Staat. und sozialer Protest in der deutschen 
Industrialisieruno. Gesammelte Aufsatze (Gottingcnn, 1980> 
pp. 114-125. (- Kritisehe Studen »ur fleschiehtswissensehaft, 
vol. 41). 
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the annual general 


meetings 


of those two 


years. 


f ol 1 ows: 


Occupational Distribution of 


Cologne Shareholders 


of the 


Schaaf -f hausen ' 


scher Bankverein (in X) 








1895 




1899 




Capital Increase AGM Capital Increase A6M 




X 


X 


X 


X 


Joint-stock 


30 


16.8 


56 


17 


Banks 










Commercial -firms 


1.2 


.08 


3.4 


0 


Industrial -Firms 


6.32 


7.4 


4 


0.3 


Private bankers 


30 


27.7 


2 


19.3 


Merchants 


1.1 


4-9 


12 


14 


Industr i al i sts 


6.5 


39.2 


2.7 


42 


Civil Servants etc 


. 4.53 


0.94 


3.5 


.05 


Renti ers 


11 


2.8 


16 


6.5 



SOURCE: Based on Richard Tilly, "Kapital und Kapitalisten 
des Schaaf f hausen ' schen Bankvereins, 1895-1899" in: Tilly, 
Kapital. Staat . und sozialer Protest in der deutschen 
Industri al i si erunq. Gesammelte Aufsatze <Gdttingen, 1980) p. 
123 <= Kritische Studien zur Geschichtswissenschaf t . vol . 
41). 

The problem with these statistics is that they appear to 
overstate the amount of capital supplied by the Joint-stock 
banks. Mhat seems to be happening is that the shareholders 
in the Schaaf f hausen 'scher Bankverein feel there is no need 
for them to go to the trouble of filling out the forms and 
delivering their shares to fulfil the technical formalities 
of a capital increase, when the back office clerks of their 
local joint-stock bank can do the job more than adequately. 
In the case of the annual general meeting, however, some 
shareholders care enough about the issues to show up in 
person. This particularly applies to the busy captains of 
industry, who are happy to have joint-stock banks subscribe 
on their behalf to the capital increase, but make time to 
show up at the annual general meeting because they have 
strong opinions about the industrial policy of the most 



iMportant r«gion«l b«nk of Rhin»land-M«stphalia. Th* 
rantlars, by contrast, are aoro concornad about clipping 
coupons than about industrial policy, and so are lass 
proainant at tha AGH than in tha capital incraaaa. Bacauaa 
the Joint-stock banks are so overrepresented , the 
statiatica darivad fram the capital increase are so ee w h at 
inadequate. Funds Mere supplied to O er aa n industry not by 
the Joint-stock banks, but rather by the nameless investors 
on Mhoae behalf the Joint'-stock banks subscribed for the 
capital increase. 

Lists of subscribers for capital Incre a se s are 
extreeely rarei the tmo Nhich Tilly uses are the only ones I 
knoM. More coeaon but still very rare are the attendance 

lists of shareholders at annual general aeetings 
( Pr iksenz 1 i sten > . I shall noM analyze the occupations of the 
ahareholdera at the AON of the Bochuaer Verein f Or Bergbau 
und 6usstahlfabri Ration in Bachum on 1 November 1854; the 
ahareholdera of the Phc»enix, Act! an B a s el lachaft fOr P a r gbau 
und Huttsnbetrieb at the AGMs of 21 October 1871 and 30 
October 1872i and the shareholders of the BraunschMeig— 
Hannoversche Hypothekenbank at the ASH of 7 April 1873. The 
first tNo companies are integrated iron and steel coapanies 
of the Ruhr I the third conpany is a Mortgage bank active in 
Lower Saxony. 

Occupations of Shareholders at the AGM of the Bochuaer 

Verein, 1 Noveaber 1854 



Managers of the Bochuaer Verein 2SX 

Other Industrialists 67. 

nerchants 47X 

Private Bankers SX 

Joint Stock Bankers 6.4% 
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Lawyers 3.3X 

Doctors IX 

Civil SarvAnts iX 

Military 0.5% 

EstatB Own or s l.SX 

Other 3X 



SOURCE! Based on Walter DSbritz, Bochumer Vereln fur 

Berobau und Gusstahl f abr i kati on in Bochum. Naun 
Jahrzehntg seiner Geschichte itn Rahmen der 
Mirtschaft dmm Ruhrbe^irk. (DttSMldorf , 1934> pp. 
60-62. 



OcctipAtiOfiB of Shareholders at the AGMs of the PhOWlix^ 
21 Octobar 1871 and 30 Octobar 1872 





1871 


1872 


Managers of the Phoenix 


29X 


42X 


Other Industrialists 


17% 


20% 


Marchants 


19X 


liX 


Private Bankers 


157. 


11% 


Joint Stock Bankers 


lOX 


7% 


LaMvara 


lOX 


9% 



SOURCES Prasenz 1 i sten in Mannesnann-Archiv, Diisseldorf , 
Az. PI 29 31. 

Occupations of Shareholders at the AGM of the 
Braunschweig-Hannoversche Hypothekenbank , 7 ^rii 1873 



Managers of the BHHB 11% 

Other Joint Stock Bankars 12% 

Private Bankars 24% 

Industrialists 137. 

Merchants 287. 

Lawyers 11% 

Civil Sarvants XX 



SOURCE: Niedersachsisches Staatsarchiv in Wolf enbiittal « 
Ac. 12A Nau, Fb. 13, Nr. 4994S. 

A fan* Mords about tha diff icultias in coapiling tbasa 

flguras Mill ravaal hoM littla trust is to ba plac«d in 

them. The greatest difficulty is assigning the various 

businasBMsn to sach catagcwy, which is not oasy ovon whwt 

occupational descriptions are provided. The Phoenix 

doscriptions seen tha most raliablat thay distinguish 

between Kauf mann (aerchant) , Fabri kant (eanuf acturer) , and 
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•van HHt^gOPgS*t?gr towner of an iran»Mark»>| thm 
dif-ficultiM ariM hmrm with special casM, mmn Mho shifted 
bet»»een various professions. An exajaple is Maria Hyacinthe 
EdfMMum Ophovan, mho bagan as a lawyar* than Morkad for tha 
pradacassor of the Phoenix at Eschweiler, and ended his 
caraar as tha cashiar of the Phoanix at Ruhrorti in the i871 
list ha is described as a Cassi rer (cashier), but in 1872 mm 
a Kauf aann. Is this aan a laiwyer, financier, or an 

industralist? Clearly all threei I have included his shares 
(35 in 1871, 130 in 1872) under "Managers of the Phoenix**. 
Another person I have assigned to that rubric is Franz 
Jos^h Landvogt, although he is usually described as a 
rentier. I have described hie as a Manager of the Phoenix 
because Landvogt eanaged the Mai ni strati on der 
Henrichshiitte for a few years on behalf of the Disconto- 
eesellschaft and had the technical ability to eanage an 
ironworks; he Mas also a aember of the powerful coenittee of 
four of the Phoenix adaini strati ve board Mhich decided eany 
of the questions of the day-to-day aanageaent of the Phoenix 
during these years. I have assigned another ee a ber of 
the ccMMnittee of -four, the president of the Phoenix 
administrative board, Ernst Jeghers, to the rubric of 
Managers as Mell; on the other hand, the other two oeobers 
of the cooimittee o-f four, Freiherr Abraham von Oppenheiin, a 

142. Seeling, Wallonische Industriepioncre p. 138. 

Prasenzlisten for the MHs of 21 October 1871 and 30 
October 1872 in Hannesaann-Archiv, Dasseldorf As. Pi 2S Si. 

143. Phoenix, Administrative Board Meeting, Laar 18 February 
1861 and Coeaittee Heeting, Laar, 24 January 1870. 
Menneseann-Archiv. Abe. Pi 25 37. 1. 
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partner of thm private bank Sal, Oppenheia Jr. Cie. of 
Cologne, and the lawyer Robart Esser II of Cologne have bean 
calculated as private banker and la«iyer reepectively. 
Lawyer* are ieportant sourcee of investaent funds for two 
reascinss first of all, in their professional capacity as 
legal advisors to coopanies and as iianagers of funds on 
behalf of estates, minors, and imbeciles; and secondly, as 
relatively wealthy professional men who had eade enough 
money during the period of primitive capital accumulation to 
invest in industrial companies. Robert Esser II represents 
the first type« a corporate lawyer who is found on the 
boards of many Cologne companies, similar to his 
contemporary August Theodor Beppert I, and a forerunner of a 
type which reached its xenith in the figure of Haxiid.lian 
Kempner, the brilliant corporate lawyer who was the 
architect of the potash cartel. The other man I have 
described as a lawyer, the Kreisrichter (local magistrate) 
Priederich Schulte of Schwelm, presumably represents the 
second type. Another type of wealthy professional men who 
occasionally invested in industry were doctor ss there are 
two such men among the shareholders of the Bochumer VBrein« 
Dr. med. HergerSberg and Dr. med. A.H. Wurz burger. Doctors 
did not dominate the 6erman capital markmt the ««ay the 
legendary Belgian dentists now dominate the Eurobond market, 
but they appmv on Prasenzlisten and on supervisory boards 
with enough regularity that they may be described as another 



144. Robert Steimel, Kdlner Kfiofe (Cologne, i9SB> column 
lie; Hosse, Jew in thm Bmrmmn geonomv. p. 234. 
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•actor of prlaltivo capital accuaulatlon nhich Mas tapped toy 
GerMn industry. Tha aost axtraiM axanpla is Dr. nsd. 
Friadrlch HilhalA Hasar, Mho SMitchad from thm aadical 
profassion to baing a fianaging dlractor of ana of tha Ruhr's 
■ajar colliariast tha Harpanar Bargbau-«aaallachaf t. ^'•^ 
Anothar doctcw Mho aada a aova into haavy industry Mas tha 
libaral politician Dr. ned. Milhela LfiHe-Calba, who sat an 
tha suparvisory board of tha Bochuaar Vsrain fraa 1B72 until 
his daath in 1886; but he bBcaas intorasted in haavy 
industry not priaarily as an invastort but bacausa ha Mas 
tha brothar-in-laM to tha aanaging diractor of tha Bochuaar 
Vsrain« Louis Baara.*'** 

Lass trust can ba placad in tha occupational 
dascriptians of tha Pr Jlaan» list* of tha Bochuaar Varain. 
Oustav Havisaan is dascribad as a Kauf aarmp Thaodor Movius 
as a Landaer i cht s-Assassor i and Wilhala LudMig Deichaann as 
a Coaaarai anrath Sinca I knoM that all thaaa aan Mara 
directors of tha Schaaf f hausan 'scher Bankverein in i894f Z 
hava asslgnad thair aharaholdinga to tha ndiric of '*joint-> 
stock Banks". Dagabart Oppanhaia is dascribad as tha 
president of tha Rheinische Daapf schif f ahrtgaaallschaf t| 
tha laading staaaship coapany on tha Rhinai I hava« 
hoMevar^ assigned his shareholding to "Private Bankers" on 
tha grounds that ha mss a partner in 8al. Oppanhaia Jr. * 

145. Barhard Babhardt, Rutirbarabau- Baaehichta. Aufbau und 
VarflachtunQ seiner Qcsel 1 schaf ten und Ornan^s^tion^ 
(Essan, 1957) pp. 306-307. 

146. Djibritz, Bochumer Verein p. C4S73; Hans-Ulrich Wahlor, 
Bisaarck und der laoerialisaus (Cologna« 1969) p. 104. 
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Ci«. I h«v« 4a so dacidod that m nmspapar publiahar - Jowf 

DuMont, th« publisher of the Kolnische Zeituno and owner o-f 
a publishing coapany Mhich still SNists today - is an 
industrialist rather than a marchant.**^ But these 
occupational descriptions - accurate so far as thsy qo^ but 
often Misleading - are preferable to the situation Mith the 
Braunschi«eig-Hannoversche Hypothekenbank , Mhere no 
occupational descriptions (except those, like 
Reoi erunosr ath ■ which are titles which autamatical ly precede 
the naM) are given and I have had to use personal knowledge 
to assign the shareholdings to the various categories. I 
have had difficult cases to decided in this instance as 
Mell« Heraann Wolff of Braunschweig, for exanple, «i«ho oade 
Most of his aoney froM leasing the Brunswick state lottery I 
have described as a "private banker" because that is the 
nearest approximation of his role and because he worked 
closely with the Brunswick private bank GebrOder 
Lobbecke. Of the three companies I have analyzed, the 

•ost reliable results are therefore those for the PhoeniMf 
the results for the Bochueer VOrein are less reliable, and 
those for the Braunschweig'-HannovcK-sche Hypothekenbank least 
trustworthy. 

It Is not only the untrustworthiness of the 
occupational descriptions which cattttfs problees. An AQH is 

147. Oetnar Heinrich Sarnetzki, "Joseph DuNont" ini fjmut 
Deutsche BiooraD;}iie (Berlin, 19S9) vol- 4, pp. 190-191. 

148. Theodor Muller, Bilanz zweier Jahrhunderteni aur 
ettCMgntt 0t> PinKhmigs Gebrfttftr L^^becke 9^ po. 
BraW>BCnWf*fl (Braunschweig, 1961) pp. 89-90. 
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•iMays only « minority of tha aharoholdorsv Mith a biM 
toMartfs th« larger sharaholdars and those Mho live near the 
headquarters of the conpany. There can be soate surprising 

oelssians. Adolph von Haneee an n of the Disconto- 
Basel 1 schaft , for exaaple, was extreeely lax about attending 
adelni strati ve board eeetings and MWiual general eeetings of 
the Phoenix — totally reversing the intense involveeent of 
the Disconto-6esellschaf t Nhich prevailed fron 18S9 until 
his father's death in 1864. Although he Mas present at the 
Phoenix AGM of 21 October 1871 with 160 class "A" shares and 
60 class "B" shares, he was not present at the 1872 ABM and*' 
Mas re-elected to the administrative board in his 
absence. The absence of Adolfrti von Hanseeann largely 
accounts for the drop in the **Joint-8tock Bank" figure. It 
is difficult to see if the Oisconto-Qesellschaf t shares Mere 
represented at all at the 1872 ABH. A logical 
representative of the Disconto-Gesellschaf t Mould have been 
Seneral -Consul Freiherr Albert von Oppenheie« because the 
ties between the Disconto-Gesellschaf t and Sal. Oppenheia 
Jr. ■•- Cie. Mere very closes Hanseeann 's aother-in-laM Mas an 
Qppenheim. Yet the number of shares represe n ted by Albert 
von Oppenheiffl declined from 19S class "A" and 20 class "B** 
in 1871 to 126 class "A* and 10 class "B" in 1872. It is 
possible that the representation for these shares was given 
to Victor Hendelstadt, the director of the 
Schaaffhausan'scher Bankvarein, Mho did increase the number 



149- >»r*senz listen of AGfls of Phoanlx of 21 October 1871 and 
30 October 1872, Hannesmann-Archiv. Az, PI 25 21. 

104 



Copyiiyt ted material 



of sharas h« rmprmmmntmd^ or th«y could h«v» boon givon to 
Franz Joseph Landvogt, who had already Morkod closely with 
the Disconto-Gesellschaf t at the Henrichshattef or- they eay 
have been assigned to ether Phoenix mnagersi or they eay 
not have been represented at all. 

Another dificulty Mhich distorts PrAseng listen is een 
who are not really investors in the company. There are no 
OKamples I notice in the above four lists« but one instance 
is the financial Journalist George Davidsohn at the AOHs of 
the Rhine-Nahe Railway Coepany. Financial journals on the 
Continent in the nine t ee n th century coebined eany functions 
which we would consider conflicts of interests they gave 
personal investaent advice « they executed orders on the 
stock market, they managed investments, they even set up 
investment funds. The most notoricxis example of this was 
Jules Hirte' Journal des Cheeins de Per t but even Per 
ftktionar . a journal the probity of which I would rate highly 
today or at any timet gave personal advice t executed market 
orders, managed investments. One additional function which 
financial Journalists took on was the role of shareholders* 
ginger groups in AOHs; before protection of the small 
investor was placed in the trustworthy hands of Otto Graf 
Laobsdcnrff , this role was often adapted by financial 
journalists. Thus 6eorge Davidsohn - the founder and editor 
of the Berliner Btirsen-Cnurier . notable as one of the 
earliest champions of Richard Wagner - wrote to Gerson von 
Bleichmderv requesting that BleichrOder give him his Rhine- 
Nahe proxies, so that Davidsohn could take part in the AflH 
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of th» Rhln»*-Nah« RalliMiy CMpany. 

TUm rubric "Othar" for thm BochuMr Varain ABU indudas 
occupatticmm Mhich Mara too diff icult to dafinai Han fllrava« 
Mho ia dascribad as tha ««yor of BochuA« is quit a possibly 
an laportant local aarchant or induatrlallatf but furthar 
datails ara not knoMni two publicans ( Wirt and Sastwirt) 
slgnod far forty aharaa bat wa a n thaai and anothar two oaiiv 
E. Lantz Cfivo aharas) and and A. Aehanbach Cflftaan 
aharas) V Mho livo in tha artistic and industrial cantra 
IMIaaaldorf ara daacribad as -palntars** C Wal ar ), Yat anothar 
paintar turnad up at tha AGH of the Phoenix in 1870i Laabert 
Hastanrath of Aachan, Mith fiftaan class -A".**» Omt 
usually iaagines painters living in garrets, not attending 
annual general aaa t inqa of sharaholdarsi but no doubt the 
wealth of the Rhenish bourgeoisie did play soae role in 
providing tha laisuro and the aaana to croata tha DQsaaldorf 
artistic schcMsl. Una of tha aoot i apart ant directors of ttio 
DUssaldorf gallery caaa froii a siailar wealthy bourgeois 
faoily« although in this case a Hansaatic« not a Rhenish 
onei Carl Woctrmann. 

Other poBsibla aathods of loarning aoro about Caraan 
invaatora ara share registries of insurance coapaniasy lists 
of BmicJifla,, and lists of suparvisory bowd aaatoars. 
Inauranca coapanias ara tha axcaptians to tha rule that 

150. Letters of Oaorge Davidsohn to Oerson von Bleichrfider, 
Blaichrttdar ftrchiv. Bom XXIII folder 6. 

151. Odbritz, BochumBr Verein pp. 60-62| Pr aaanz 1 i a* AGM 
of PhoaniM of 25 October 1870, Hannesasnn-Archl v , Ac« PI 29 
21. 
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continental shares are in bearer form. Shares o-f 6er«an 
insurance companies are in registered form, so that the 
company can make a cash call if it is hit with unusually 
high claims; in the nineteenth century, insurance companis' 
shares were often 20% paid up, and the shareholder would 
give a note of hand for the remaining 30'/.. I am not aware, 
however, of any insurance company share registries which 
have survived. Gewerkschaf ten maintained lists of Gewerken 
because Kuxen have unlimited liability (see explanation 
above, p. 20), and some of these lists have survived. But 
Gewerken are by no means typical German investors; they are 
willing to risk unlimited liability and they usually live in 
mining districts so they can keep an eye on their 
investments and even intervene in the management. The best 
way of obtaining a general impression of investors in German 
companies remains the lists of supervisory board members, 
which should include all the major investors in a company. 
Even so, these boards seem unduly weighted towards bankers, 
and because of the separation between management and 
supervisory board this ignores the contribution of 
investment funds made by management - which, if my 
calculations above can be credited, was extremely 
substanti al . 

An analysis of the origins of German investors cannot 
be compiled with an accuracy similar to countries which have 
registered shares; but I shall now try to convey, in general 
terms, some of the sources for German capital investment. 

One of the most important sources was the re-investment 
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of profits. This could taks many forss. Cospaniss couid 
rs~invest thvir profits directly | or their shareholders or 
MHiagsrs could rs-invost largs bonusss or large dividonds in 
shares of the company - this seess to have happened at ths 
PhosfiiMf as indicated by the largs sanagoMnt shareholding. 
Lucky investors could also play va ban que ; ra-invsst profits 
•ads in one type of industrial share in othsr cospaniss in 
the 9mmm industry. Thus Firiedrich Sri lie and Nilhele von 
Born plunged the profits they had aade froe collieries back 
into the Ruhr coal Mining industry. The early successes of 
the first railnays in Oernany favoured thiss the first 
BsriMn railMay, th» fcSnlglich privilogirte Ludwigs- 
Eisenbahn-Besellschaf t (Nureeberg-Furth) paid dividends 
averaging 17X over the years 1836-ia8a« and anothar early 
rail May line, Magdeburg'-Halberstadty paid an average of 
nearly 12X during 1844-18^4. The experience of Stockton 
and Darlington Mas sieilar. Anothar eethod Mas using profits 
made in one sector to invest in another sectors this »«as 
done by the eerchants (like the Bodeffroys) and the textile 
manufacturers Mho used their profits from one line of 
business to invest in Ruhr heavy industry. But in 
addition* private Investors Mho reaped a profit froe one 
type of share Mould use these profits to invest in other 
shares. An eKasple is the bonds issued by the United States 
to finance the Civil War. Sympathy for the Northern cause 
is alleged to have been very Midespread, so these issues 

192. Offiziellmr Jubiliiumsband dmr Deutsehmn Bundmsbmhn. 130 
Jahre Deutsche Eisenbahn (Munichf 19891, p. 12, HsyeTf 
Deutsche Eisenbahnen p. 303. 
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MM to hmym had a "British Telacaa offset "i pooplo biMight 
bonds of ths Union Mho would not otherwise have bought any 
socurity. The Hannover financier Adolph Berliner, ono of 
the Most perceptive coonentators on the BrOnder iahre . said 

that the boon would have been unthinkable if pecaple had not 
nade huge profits on Aiierican bonds which they had bought at 
the height of the Civil War, and then re-invested these 
profits in SeriRan industrial shares.^** 

Until Knut Borchardt's classic article of 1961. Beraany 
was regarded as suffering fron a capital shortagei Borchardt 
argued that this was a eyth (see above, p. 931- Bereany 
nevertheless had the problem that it could not finance its 
industrial regions with savings froe agricultural regions. 
The "classic" (i.e., English) method of capital formation is 
for wealthy agricultural capital surplus areas to supply 
capital to rapidly industrializing areas. In England, the 
country banks either drew against or deposited surpluses 
with their city correspondentss the entire systee then 
cleared through the develcspaent of a national marketplace in 
bills of exchange in the City of London. In B ero an y, this 
was not possible: the major agricultural hinterland, the 
Bernan East, ioported capital rather than exported it. 
Interest rates roso froo west to east, and eoney often 
followed! in 18^ Baron Horitz von Cohn of Dessau, who was 
operating the savings bank of the duchy of Anhalt, was 
deprived of this concession because he was purchasing East 



153. Adol ^Bsrlinsr, Die wirthschaf tl Iche Krisis. ihre 
Ursachen und ihre Entwiefcluno (Hannover, 1B7B> pp. 26-27. 
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Prussian Pfandbrisfs instaad of ra-4nvssting thm funds in 
ths duchy. <A Pfintibr^tf - Frsnch callsd a lettrg A oaag 
— is a typs of oortgago sscurity Mhich was invantsd in 
Prussia under Frederick the (sreat, and exists in France and 
O s r oa n y but not in othar countriM. Originally thoy mrm 
iBau«d by Landschaf ten . provincial assaablias of tho 
Prussian nobility, later by sortgags banks as moII. Ths 
landing institution would land aonay against aortgagasi it 
would then issue an equal aaount of Pf andbriefe . The 
Pfandbrif a wora sacurad by tha unliaitad liability of tha 
Landschaf t « or by the capital of the mortgage bank, as »*ell 
as tha undarlying proparty. Thay aoon bacaaa a favourita 
invastaant vehicle.) Baron Cohn i«as perfectly sensible, 
sinea ha could aarn 6X on PfMdbriafa issuad by tha 
Land sc haft of East Prussia, as opposad to only 4X in tha 
duchy of Anhalt. Siailar coaplaints wars voiced against the 
private bankers in tha duchy i»f Brunswick. Financial 
unification followed, it did not precede the political 
unification of Baraany. Only aftar 1879, Mhan tha naw 
Reichsbank began to set up branches in all the iaportant 
provincial aenay cantras, did intaraat ratas bagin to avan 
out.»«« 

Although thara wwa s oa a waalthy agricultural ragions 

154. Friadrich Wilhala Hugo Ahlfeld, Entwicklung und stand 
des Bankwesens in Anhalt Diss. Rostock 1927 pp. 79-80; 
Richard Mittendorf, "Die Entwicklung des Bankverkehrs in 
Braunschweig von der Mitte des IB* Jahrhunderts bis 1866** 
(Bdttingen, Jur Diss. 1920) pp. 24^27. 

155. Paul Wallich, Konzentration pp. 112-13. 

110 



Copyrighted matBrial 



in Barnany, this MMlth did nc»t financa industry. Thar* mas 
a large middle class of iNill<-off farmers in the Kingdon 
(after 1866, the Prussian province) of Hanover« yet their 
funds did not go into industry. Instead, they preferred to 
put their money into land, either directly, or indirectly 
through Pfandbriefe. The Hanover capital market had an 
insatiable appetite for Pfandbriefe . Not only did the 
premier private banker in Hanover, Max Jacob Frensdorff , 
sell Pfandbriefe of the BraunschMeig-flannoversche 
Hypothekenbank and the Preussische Central-Bodencredit- 
Actien-Gesellschaft, he sold Pfandbriefe issued by Seedish 
and Estonian mortgage institutions as well.^"* In the 
cooparatively prosperous region of southnestern Bermany, the 
Frankfurt capital market concentrated on governnent bonds 
and foreign, especially American and Austro-Hungariahv 
railmay bonds, to the exclusion of domestic industrial 
ordinary shares. 

There are only a foM German regions Mhere mo can see 
capital surpluses from agriculture being used to finance 

industry: in Franconia, the tlwifty farmers of Ansbach 
purchased the debt securities ( Schui dscheinen ) of the 
Kbniglich Bayer ische Bank of Nuremberg Clater the 
Bayer ische Staatsbank) , ehieh then used these surpluses to 
finance such firms as the engineering enterprise of J.F. 
Klett, Mhich became the Haschinenf abrik Augsburg-NOrnberg 



1S6. Julius Blanck, Das Bank- und Borsenwesen in der Stadt 
Hannover (Hannover, *1927) pp. 31-32. 
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(n.A.N. >.^"^ In BrunsMick, the Leihhaua (latar th» 
BraunschiMiigisch* Staatabank) sold tha -faraara 
Schul dschei nen and invested the proceeds in the Brunswick 
Btata railMays. A sifliilar procesa of the aavinga of 
thrifty faraers financing industrial growth seens to have 
happanad in Wurtteabarg. In both the Franconian and 
Brunavlcian instances, the systee rested on a state 
financial institution interposing itself between the farmers 
and the industrial enterprise. The faraera thought they 
were purchasing a government bond, when actually they were 
buying an industrial aecurityi for the assets backing those 
Schul dschei nen were in fact industrial assets. Fortunately 
it turned out to be a haraleas deception which was 
beneficial for all parties. 

The best advice for a young industrialist who needed 
■ore capital iwae to earry a. rich wifef preferably a daughter 
of an eminent local mercantile family. This was the advice 
Mhich the Cologne aerchant Friedrich Sftlling constantly 
pressed upon his partner Alfred Krupp.*-"* Hence the 
extremely complicated family trees and numerous 
internarriages among the Rhenish bourgeoisie. The best 

known example of this is perhaps the Kol ner Kl unael . or 
Cologne clique of eminent local faailieSf including the 

1S7. Baveriache Staatabank i7B0-1930 pp. 90, IIB, 136 note 
4, 163. 

ISB. Hittendorf , "^ankyerkehr in Braunschweigf p. 63| Grich 
Achterberg, Braunschweioische Staatsbank. Zwei Jahrhtwdarte 
Zgjit^qtrMhjiShtff <Braunschweig, C 19653) p. 84. 

159. Joachim von Kiirenberg, KrUPIH KlBPf UB Stilhi (Barlin, 
1935) pp. 138, 180-181. 
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faailiee vcm Rath, D»ichMnn« CaaphauMn, Rautanstrauch , 
Seydlitz, and Nwkans. But thara are siailar -Fanily groups 
in nannhaim - Mhara tha Jcirdana* the Buhl a o-f OeidaaheiMv 
the Baaaaraanna mnH tha Jewieh Ladanburgff 

(intermarriage between Gentile notables and baptized 
JaMiah faailiaa ia raaarkable* but not that rarei another 
exanple is the chain Oppenhei m-von Kusserow-Hansemann) are 
all interralated — in Ouisburgt Mhere tha Bfiningara, Hani el a 
and Caratanjana intarnarried, in Elberfeld and Aachen. A 
Rhenish industrialist mho needed nore funds iNiuld -first turn 
to his uncles, aunts, cousins and various in— laMa. tn tha 
absence of a fully developed system for providing venture 
capital* these kinship groups provided a pseudo-narket. 

These families had made thsir money through Mhat I call 
"primitive capital accumulation": namely, fortunes made 
before the full industrial revolution was ushered into 
Germany by the advent of the railways. Host 
characteristically, these fortunes nere made in trade, 
although there are instances of men who made fortunes in 
earlier stages of the industrial revolution <notably 
textiles) investing In later stages, such as cckalaining and 
ironmafcing. There is also one notable instance of a man who 
had made his eoney in the professions saving into heavy 
industry: this is Dr. tned. Friedrich Wilhelm Miiser and the 
Harpener Bergbau~Act i an -Qesel 1 schaf t , whom X have already 
mentioned. 

There are numerous examples of men who hed made their 
money as merchants becoming major industrial investors. The 
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best •xaaple is perhaps Frisdrich Brillo of Essen, Mho began 
as an iron trader, aarried into a nealthy -fanily of 
Merchants and bankers, the von Borns, and in thA ISSO's 
began Investing in inmieerable collieries, until he gave up 
his activity as an irontrader to become a full-tiee 
eewerke, *^ The Bdningers of Duisburg eade their fortune 
in tobacco, but branched out into cotton spinning and into 
heavy industry and banking: the Niederrheinische Hiitte, the 
Hohenzoll ern Besellschaft fOr Locoeotivbau, and the 
Dui sburg-Ruhrorter Bank.*** The Cologne family of the 
Rautenstrauchs eade their fortune ieporting hides froe the 
River Plate to Cologne, but inembers of the later generation 
which Mas active around 1873 let hide-trading take a second 
place to gambling on the stock market. Adolph Rautenstrauch 
and his relative Jacob von Kauf mann-Asser , the Cologne 
consul for the Republic of Paraguay, Mere inveterate 
speculators: a look through the journals of the 
Rautenstrauch firm reveals investments in over thirty 
different companies. The industrial companies includedi the 
colliery BergNerks-Oesellschaf t 6eraania, the Emscher-Lippe 
Bohrgesellschaft and Kuxen of the potash mine 
"Neusta&sf urt " ; iron and steel coiapanies like the Phoenix 
and the Donnermarckshatte; engineering concerns like 

160. Malther DAbritz, "Friedrich Orillo" ini Rhainiach- 
Westfaiische Mi rtschaf tsbionranhimn CnOnster/Nestph. , 1937) 
vol. 2 pp. 68-86. 

161. Malter Ring, "Johann Gerhard Boninger... Conrad Arnold 
Boninger ... Carl Boninger" in: Rhei ni sch-Westf ai i sche 
Wirtschaf tsbiooraphien (Munster/Westphalia, 1937) vol. 2 pp. 
180-197$ Walter Ring, Besehiehte der Duieburoer Familie 
Bflninoer CDuisburg, 1930). 
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LauchhaMMNT, thm HaBchin«nbau-Actian-e»Mllsch«ft HuMboldt* 

and the Ousseldorfer Rohren- & Eisenwalzwerke; rail ways 
like th* Northarn Pad-fic Railroad, the Rhenish Railwavv and 
the Cologne-fHnden Rail May; plus nunerous oddities such as a 
breMwry, the Colnische Bierbrauerei , and shares of the race- 
course at Aachen. No less gripped by the fever of 
speculation than the Rautenstrauchs Mere the Godeffroys. In 
the 1860 's, the eeinent Hamburg Merchant house of J.C. 
Gode-ffroy & Co. began investing profits froa their Sanoa 
ventures (copra) in coal aines in the Ruhr, iron arm Mines 
in the Harz, and steelworks at Osnabruck. They hoped they 
could increase their profits by investing aore in the fast- 
groMing Ruhr, instead of their traditional business, Mhere 
profits Here declining. The Rautenstrauchs seea to have had 
a siMilar Motive. In the case of the Rautenstrauchs, the 
strategy was successful; the 6odeffroys, on the other hand, 
suffered severely because of the depression in heavy 
industry which followed 1873, and the collapse of an iron 
ore concern, the Harzer Uhion (Mith which the Oiscont«i- 
Gesellschaft was also involved) sealed the fate of the 
Haeburg house.*** 

162. Hermann von Ham, "Johann UilhelM Rautenstrauch** ins 

Rhei ni sch-Westf al i sche Mi r tschaf tsbi oqraphi gn 
(Miinster/Westphalia, 1937) vol. 2 pp. 217-237; Steimel , 

Kainer Kaofe coluen 334$ Archive of W. Rautenstrauch tt Co. , 

Rheinisch-Westf dlisches Wirtschaf tsarchiv, Abteilung 9, Nr. 
2, Faszikeln 15-16 (Journals R and S) . 

163. Kurt Schmack, J.C. Godeffrov 8t Sohn, Kaufleute zu 
Hamburg. Leistunq und Schicksal eines Wei thandel shauses 
(Hamburg, 1938) pp. 46-47, 54-55, 58-59, 82-83, 97, 108, 
204-207, 239-243, 297-260; on the Harzer Unions Glagau, 
Borsenschwindel in Deutschland pp. 230, 528; Godeffroy to 
Bleichroder, 25 May 1879, 4 June 1879, 7 October 1879, 20 
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Another sourc* of funds for railMays and hMvy ifidustry 
- bMidM coiMiarcB - was the teNtil* industry, Mhore sone 
fortunes had been Made before the advent of railways. The 
toNtile industrialist Andr* KoKhlin of Nulhouss in Alsace 
worked with Freiherr Abraham von Oppenheim in founding the 
Actien-eesellschaft fur Bergbau« Blei- und Zinkf abrikation 
zu Stolbsrg and in Mestphalen, the 8oci6t6 dss 01 aces d'Aix-rlji 
->Chapelle, and the Phoenix, Actien-Gesellschaft fur Bergbau 
und Hattanbetrisb, all in 1893. 

One example is Gustav Mevissen and his in-laws Franz 
Daaian Lai dsn and Franz Milhsla Kosnigs, who sada thsir 
■onsy in linsn in DQlksn. Hsvissen eventually left the 
linen Marks to his in-laws and becans president of the 
Rhenish Railway Conpany in 1844 and of th« 

Schaaf fhausen 'scher Bankverein in 1848. Ha led his in-laws 
into nuaercNis invastasnts in the Rhenish heavy industry, 
including a colliery in the Ruhr, the Kol ner 
Bargwerksvarein, a Ruhr ironworks - the Hoerder Wmrmin — and 
an iron ore aina in tha Slagarland, the KSln-HQsaner 
BargtNirksverein. David Hansaaann and Adolph Hanae aa nn, who 
first mada thair aonay in tha Rhenish textile industry and 
then went on to becoee bankers and investors in railways and 
heavy industry are another example. Banks and bourse are 
the beating heart of any economy, taking money from where it 

October 1879, Bleichroder Archive, Box XXXIV folder 7. 

164. Cameron, France and Economic Development , pp. ill, 379— 
381, 390-393, 399; Hermann Schafer, "Andr6 Koechlin" in« 
Neue Deutsche Biooraohie (Berlin, 1980) vol. 12 pp. 291-293. 
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is in surplus and Isnding it out again to Mhara it is Most 

needed. To a certain extent the Disconto-Gesellschaf t 
porforMd the function of transfMrring ths profits «ad« by 
the tsKtils industry to rail Mays and heavy industry, which 
were hungry for capital. To my knowledge there is only one 
instance of an investeent by the Disconto-Besellscheft in 
the textile industry, and this is its for eat ion of the 
Louisenthaler Actien-Besellschaf t fOr DrOckerei , Msberei , 
und Spinnerei of hulhein/Ruhr. There are at least three 
recognizable textile industrialists on the board of the 
Disconto-Gesellschaf t: Meyer Samuel BasMitz, who had a store 
for Silesian wool Ian goods and was chairoan of the Berlin 
Jewish burial society, Moritz Reichenhein (also Jewish), of 
the fire of N. Reichenheia & Stthne who had a textile aill at 
MQstegiersdorf in Silesia, and Cowmerz i enrath Ludwig 
Seyf-fardt of Crefeld, who sat on the board of the Actien- 
Besellschaf t fQr Seidenzwirnerei zu Crefeld.^** There are 
presunably nore, but they are not readily identifiable. 

A very i apart ant source of funds for industrialists was 
private bankers. A separation of merchants from private 
bankers is to some extent artificial, since nearly all 

165. Gesetz-Sammluno fOr die Koniolich Preussischen Staaten. 
IfiSZ (Berlin, C18573) pp. 1-16. 

166. Alloeeeiner Wohnunos-Anzel oer nebst Adress- und 

Geschaf tshandbuch f(ir Berlin« dessen Umqebunq und 
Char 1 ottenburq atjf das Jahr 1857. Aus amt lichen Quell en 
z wammenqetraqen (Berlin, 1857) p. 18; Address-Kal ender fur 
die KiiniQliche Haupt- und Residenzstadte Berlin und Potsdae 
auf das Jahr 1870 (Berlin C1870D) vol. 156 p. 512; Ernst G. 
Lowenthal, Juden in Preussen. BioaraoThisches Verzeichnis. 
Ein reorAsentativer Querschnitt (Berlin, 1981) pp. 115, 787| 
Mosse, Jews in the German Economy pp. 41— 42| Preussj[yh^ 
eWtfttig-SiWWiUna pp. 141-1S8. 

117 



Copyrighted malBrial 



privata bankars began as MrchantSt and of tan angagatf in 

ccMiuBarce and banking simultaneously for several years. One 
of tha aoat fruitful trailaa for nmm banker* was that of 
Soediteur t a transport and conveyance enterprise. The 
transition to tha profession of banking Mas especially 
convenient for Spedi teuren . partly because they Mere 
already involved in advancing aoney against gocxis in 
transport « partly because their business Mas being lost to 
the railways. An example is the Aachen private bank 
Char liar li Scheibl ar Nhich began as a transport and 
conveyance enterprise; in 1872 the banking section became 
the Aachener Pi sconto- O esel 1 schaf t , the transport section 
becaae the Spedi t lone— und Lagerhaus Aachen AB, the 
"Spelag", in 1898. The Aachencr Di sconto-Oesel 1 schaf t 
changed its naee to the Rheinische Disconto-6esell schaf t in 
1902 and to the Rheinische-Mestf Alische Disconto- 
eesel jP^ chaf t in 1905 and becaae the largest provincial bank 
in the Rhineland before it was absorbed by the Dresdner Bank 
in 1917. The industrial connections of the Char Hers and 
the Scheiblers included the Verei ni^ungsgesell schaf t fOr 
Steinkohlenbergbau is Wurarevier. This Mas one of thm 
oldest Geraan coalaining coapanies, founded in 1836 
(antedating the earliest Ruhr CMlaining ccaapany by four 
years) « Mhich aarged into the EschMsiler BergMorksverein in 
1907; Leopold Scheibler served as its president. His 
brother-in-laM« f Franz) Albert Char liar Ment into 
partnership Mith the coach builder Ferdinand van der Zypen 
of Li Age in 1845 and set up the coach factory of van der 
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Zypen It Charlier at Deutz. The company at first built 
machinery and steam boilers as well as coaches, but as the 
railways of the Rhineland neared completion the company 
concentrated on railway coaches exclusively. In 1928 the 
Deutz coach factory became part of the Vereinigte 
Westdeutsche Waggonf abri ken AS. '♦'^ 

Extremely numerous are the merchants who became 
bankers. The Berlin wine merchant Friedrich Wilhelm Krause 
went through a similar development to the Rautenstrauchs: he 
engaged in so many speculations that he finally formally 
acknowledged his new profession by converting his wine house 
into a bank.*** The Cologne grain trader, Jacob Lob 
Eltzbacher successfully shifted from grain trading to 
serious investment banking in 1869.'** The tobacco trading 



167. Wilhelm Eltester, "Die Geschichtliche Entwicklung des 
Aachener Bankwesens vom Beginn des 19. Jahrhundert bis zur 
Gegenwart" (Aachen, 1948) pp. 28-30 in: StA Aachen, Az. HS 
998; Friedrich Bremen, Aachener Di sconto-Gesel 1 eschaf t« 
Rhei ni sche Di sconto-Gesel 1 schaf t« Rhei ni sch-Mestf al i sche 

Pi sconto-Gesel 1 schaf t . Eine Bank in Aachen in der Zeit 
zwischen 1872 und 1917. Ein Beitraq zur 
Mi rtschaf tsqeschi chte des Aachener Raumes Diss. 
Fachhochschule Aachen 1978 in: Stadtarchiv. Aachen, Az. CA 
57; Albert Charlier, "Franz Albert Charlier" in: Neue 
Deutsche Biooraphie vol. 3, p. 193. 

168. Annemarie Lange, Berlin zur Zeit Bebels und Bismarcks 
(East Berlin, 1959) p. 93; Hans Furstenberg, Carl 
Furstenberq. Die Lebensqeschi chte eines deutschen Banl^ers 
1870-1914 (Berlin, 1931) pp. 36, 144-145. 

169. Alfred Kriiger, Das Kolner Banki erqewerbe vom Ende des 
18. Jahrhunderts bis 1875 (Essen, 1925) pp. 154, 184-187 ( = 
Verof f entl ichunqen des Archivs fiir Rhei ni sche-Westfal i sche 
Wirtschaf tsqeschi chte^heini sch-Westf al i sches 

Wirtschaf tsarchi V in Kbln ) vol. 10); Klara van Eyll, "KSlner 

Banken im 19. Jahrhundert und ihr Einfluss auf die 

Industri al i si erung in der Rheinprovinz" in: Hi ttei 1 unpen der 

Industrie- und Handel skammer zu Koln (1973) p. 

278. 
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fa«ily« th» Bdningars of DuiHburg, foundad m privat* bank 

(Thaodor Bfininger S5hne) which, aftar a short involvaoant 
with tha Provinzial-OiBcanto-Gasatlachaft in 187i-i874, 
bacaoie the Dui sburg-Ruhrorter Bank: a regional bank which 
had an iapurtanca bayond its aixa taacauaa it waa tha houaa 
bank of tha Hanlal faaily.*^ l4ot infraquantly, tha old 
trade and tha naw bank continued to operate si de-by-si dei 
this Mas the case at Charlier & Scheibler until 1872, and 
the banking house of Sebriider Molff in Bernburg continued to 
have a sideline eaking reed filters for sugar refineries 
into the 1920 s.*''* 

Theee private bankerSf and aiiually sOf the private 
bankers Mhose shift froe cnaenrce to finance lay auch 
further in the past, mm/m very significant providers of 
funds to infant Garaan industry, Alfred KrOger and Richard 
Tilly have written good accounts about the f orNard-looking 
Rhenish private bankers who financed the industry on the 
Rhine and Ruhr, such as Oppenheim, Herstatt, Schaaf f hausen , 
Seydlitz Herfcens and Eltzbacher. 

A private bank which is comparatively neglected is 
Jacob Landau of Berlin. Originally froa Breslau* Jacob 
Landau occupied a position there sinilar to Oppenheia in 
Cologne or Bleichroder in Berlin* Around 1870 he aoved the 
chief ofice of hie bank to Berlin, but kept the branch in 
Breslau; he retained his Silesian clientele, and many of his 

170. Ring, Faffit^fy ^gn^pOTf 3B0| Riesser, Kgngtntrftl&lgn 
pp. 552, 602. 

171. Ahlfeld, Bankweaen in Anhalt. p. 190. 
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vanturm nmrm linksd to that provincet h» mas, Mith 
BleichrUdBT, one of tha founders of th» Vwrsinigt* Kllnigm- 
und Laurahutte in 1871, and his diants included the 
Silesian magnate the Duke of Rati bar, the brother of 

Chlodwig Hohenlohe. 

The bank's nost brilliant industrial aehieveeant Mas 

the foTMtian of the Deutsche Edison-Qesellschaf t fUr 
an g e wan dte Electric! tat, the forerunner of the A.E.B. , Mhich 
by 1913 had grown to be the largest Berean electrical 
coapany and alao the largest German industrial company <in 
terms of market capitalization) • This interest arose from 
the close connection between Ludwig von Kaufmann and Emil 
Rathenau.LudMig von Kaufaann Mas the son of JaccA von 
Kauf mann-Asser of Cologne; he married Landau's daughter and 
became a partner in the bank. Kaufmann extended Rathenau 
the ffionmy to form a company to study the Edison patents; on 
17 April 1883 the Landau bank, the Nationalbank fur 
Deutschland, 6ebr« Sulzbach of Frankf urt/tfain and the 
Breslauer Disconto-Bank formed the Oeut&che Edi&on- 
Gesellschaft. In Hay 1887 this company changed its name to 
the Allgemeine Electricit^ts-Besellschaft , the A.E.B. On 
the board of the A.E.B. sat Hugo Landau and LudMig von 
Kaufmann, and among its bankers Mere Jacob Landau and the 
Nationalbank fur Deutschland. After this early start was 
made possible by the JeMish private bankers Jacob Landau and 
6ebr. Sulzbach, the Deutsche Bank and the Berliner Handel s- 
Besellschaft took a more active role in financing Rathenau's 
electric trust. Werner llosse has put the contribution of 
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Sulzbach and Landau in p«rsp«ctiv«i 

It Is interesting to speculats Nhat would have 

happened had the Landaus and Sulzbachs not 
invested eadestly in the projects of the 
suspsct fallsd •ntroprsmNir. Would Rathsnau 

have been able to raise the means himsel-f? 
Mould he have -Found other sponsors? Or is it 
possible that there might have been no 

I think the answer is that Rathenau would have found other 
Bponscws by Qoing and knocking on tho doors of iioro JomIsH 
private bankers until he found someone willing to invest in 
hi a ontarprisoi but if Rathenau attsapted to do tha same 
thing in tha 19S0's for example, when aoat of thasa privata 
bankers had disappeared, there would have been no A.E.e. 

Tha banking house Jacob Landau Mas a reaarkabla "saall, 
but powerful private banl^" (to use the phrase originally 
applied to tha Prussian Conser vat i vast dia klain, abar 
machtioe Partei ) ; in spite of Its comparatively saall size, 
it Mas able to retain its control over tha auch larger 
Mationalbank fOr Deutschland, including the chalroanahip of 
that bank's supervi«»ory board. It was able to do this 
through its Branderreehte tfaundors' rights) MhariAy it 
could purchase a large block of shares pro rata with its 
subscription to tha original capital at baloM aarkat pricaB> 
Tha Nationalbank fttr Deutschland was founded in 1881 as part 
of a chain of banks (including the Austrian Lftndce'bank) set 
up by tha fraudulent Union BAnArala of Eug#na Bontouxi but 



172. nosse, Jews in Qerroan Economy , pp. 244-245; 
Furstenberg, Lebensqeschi chte pp. 173, 181-182; Karl 
Helfferich, Gcora von Siemens. Em Lebensbild; Deutsche 
Bank 1870-1970 (Frankfurt /Main, 1970) pp. 120-122, 126| 
Bernhard, Meister und Pilettenten pp. 143-147. 
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it and the LAnderb«nk left the sinking ship bsfors Bontoux 
col lapsed in January 1B82. 

The Landau bank ran into trouble in the 1890 's, due to 
overly speculative investeents in branch rail Mays through 
the Aligensine deutsche Kleinbahngesellschaf t. Otto Jeidels 
says that the probleii with this branch rail May coopany - as 
exposed to those of Friedrich Lenz and Heraiann Bachstein - 
Mas that it Mas essentially a financial venture designed to 
produce investeent banking deals for the Landaus, rather 
than a coapany Mith an industrial ethos. The problees of 
these branch rail Mays led to the absorption of the private 
bank Jacob Landau by the Nationalbank fur OeutBchland in 
189B and the Breslauer Oisconto-Bank (another bank under 
Landau influence) by the Bank fiir Handel und Industrie in 
1901. In 1901 the Landau partner left the National bank's 
board, and the control of the Landaus over the larger bank 
Mas broken. 

But the activity of the Landau faeily as eajor leaders 

in German business by no means ended in 1901. Their 
influence Mas henceforth exercized through one of their 
oldest allies, the Comnerz— und Disconto-Etank. In the 
1920 's, Eugen Landau served as the vice-chairean of the 
Comaerz' und Pri vat '-Bank (the naee of the Coeeerz- und 
Di sconto-Bank from 1920), as chairman of the Schultheiss- 
Patzenhofer Brauerei A6 and the Qberschlesische 
Eisenbahnbedarf 5-AG, and as board member of the A.E.Q., the 



173. Korach, Deutsche Pr i vatbankgeschaf t . pp. 6S-66| 
Jeidels, Sroaabankmn und Industria. pp. 133, 190, 228-229. 
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Linke—Hof f Mnn grcNip, and the RutgvrmMerk*. His stapsoOf 
Curt SobemhclM, scrvml as director of ttie C o— e rz-und 
Privat-Bank from 1911 until the bank ran into difficulties 
during tha Daprassion and ha had to raaign. ^"^^ 

The story of the Landau family is in sone respects the 
■oait raiMrkablB story in the history of Sernian finance. It 
conbines dubious transacticwis (the association Mith EUgftne 
Bontoux) with brilliant and lasting entrepreneurial 
achieveMnts (A.E.6, V^einigte Kttnigs- und Laurahatte>| 
setbacks in 1882 and 1898 folloMBd by reearkabla 
recover! esi and eost astonishing « a coaparatively smiII 
private bank exercizing influence and control over numerous 
Joint-^tock banks, such as the CoAnerz- und Disconto-*Bank, 
the Breslauar Disconto-Bank and the Mat ional bank fur 
Deutschland. The diminishing role for the private banker 
Mhich is a theme of this period did not affect the Landaus; 
not only did they survive, they enhanced their position* 

The great contribution of private bankers to Per man 
industrialization is the risk capital they provided, often 
for firms mhich mere technically very advanced. Werner Hosse 
describes as another Jemish bank prepared to provide risk 
capital Born und Busse, ii«hich provided the funds for the 
establis h me n t of LudMig Ummo ti Co.* Koeeandi t-eesel Ischaf t 
auf Aktien fiir Fabrlkation von Niihaaschinen in 1870. this 
enterprise became the core of a huge concern y Mhich 
eventually included munitions, gunpoNder, guns, machinery 
and machine tools, electricals (the Union ElectricitJIts- 

174. Hosse, JfWt in gfTffitn EgffnPiYt PP- 344-349. 
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8M«llschaft> and cabl« coapanies.*^ Anottiar privat* bank 
Mhich halpad a mskSor conpany in the alectrical industry to 
its feat Has the Frankfurt (gentile) private bank 8aorg 
Hauck tt 8ohn, Mhich still existsi it financed Br own , Boverl 
& Cie. This is now the third largest electrical coMpany in 
Gareanyi it has recently been taken over by the Swedish 
electrical firoi ASEA. Georg Hauck & Sohn also financed one 
of the eajor Oerean cheMical coapanies, the Hoechster 
Fw-bnierke voreals Heisterf LuciuSf und BrOning.*^* In fact, 
the Geraan cheeical industry seens to owe its early 
financing eore to the private banks than to the Joint-stock 
banks: the Badische Anil in- und Soda-Fabrik was supplied 
with funds by the Jewish private bank M.H. Ljidenburg ti Sflhne 
of Mannheim. The only major German chemical company 
Which owes its origin to a Joint-stock bank is Schering AG. 
originally founded as the Chemi sch* Fabri k auf Akticn voraals 
Emil Schering, which was founded by the Vereinsbank Quistorp 
tt Co., which collapsed in 1873| and it would be stretching a 
point to describe Heinrich Quistorp 's Vereinsbank as Joint- 
stock universal bank, since in nany respects, such as its 
nepotism and its corporate form (it was a 

Koamanditoesellsehaf t auf Aktien) it was Closer to private 

175. Mosse, Jews in German Economy , pp. 137— i43| Jeidels, 
Grossbanken und Industrie, pp. 243-2S0. 

176. Erich Achterberg, Ff^fn^furter Bankharren 
(Fr ankfurt/Hain, >1971) pp. 82-83. 

177. Rudolf Haas, Die Ehtwickluno des Bankwesens 1« 

Deutschen Oberrhei nqebi et . Zur 100 Wiederkehr des 
Grundunastaas der Rheinische Creditbank Mannheim am 15 Juni 
1970 (Mannhein, C 19703 > pp. 27-29. 
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banks than to Joint-^tock banks. 

Joint-stock banks did supply funds for Berotany's 
industrial dsvslopsa n t, but contrastsd Mith othar sciurcss 
such as private bankers or foreign investaent it was not as 
significant as cms aight sNpsct. I shall touch on this only 
brisfly bars, sine* this is ths thaw of tha rast of tha 
thesis. In tha Ruhr, tha aost active joint -stock banks »«Bre 
tha Schaaf fhausan'schar Bankvarain of Cologna and (froa 
1872) the Essener Credit-Anstalt. In Mhat I regard as the 
critical pariod for f inanca for Ruhr industryv naaaly tha 
period 1848-1873, the Schaaf fhausen scher Bankverein 
financad tha K51ner BargMarfcsvarain« tha Hoardar Wmrmin^ and 
tha Bochuoar Varain fflr Bargbau und BuBstahlfabrikationj tha 
Barlinar Handals-Oasallschaft financad tha ironiiorks 
Nauschottland, tha colli arias "Hibarnia- and "ehaarock** of 
Hulvany plus another Mulvany ventury, tha Prussian Mining 
and Ironworks Coopanyf tha Disconto-Oasallschaft financad 
the Henrichshiitte, the Phoenix, and the mine "Vereinigte 
Prlsidant**. Naarly all thasa vanturas obtainad funds froa a 
variety of scNirces and aight have done perfectly well 
Mithout Joint-stock banksi tha initial f inanca for Mhat 
bacaaa tha Hoarder Varain, Mhan it »ms still tha irenMorks 
of Haraann Piepenstock, came fron tha private bank of 
Abrahaa Schaaf fhausans ana of Hulvany's aost iaportant 
backers mas Berson Bleichroder, Mho at this point doainated 
tha Barlinar Handals O asallschaft Cha Mas chairaan of tha 
supervisory board) the way the Landaus would later doainata 

178. Lange, Berlin. Bismarck. Bebel pp. 106-107, 1S3. 
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th« Nationalbank fOr Oeutschlandf and Sal. Opp«nh*i« Jr, -i- 
Cl*. was the Most inportant banker of the Phoenix fron 1892 
until 1920t aMcept for th« short if inportant period of 
DiscentoHSesellschaft hegemny in 1899-1864. In addition, 
for n^y of these companies tha iBost iaportant source of 
funds Mas foreign investments this Mas true of "Hibernia** , 
"Shaou^ock", the Prussian Mining and Ironworks Company, the 
Kfilner BergMcwksverein and the Phoenix falthough not of 
Neuschottland, in spite of its naee, Mtiich was called that 
because its blackband foraations resefldaled those of the 
Scottish iron districts). 

I would explain the greater success of private banks in 
providing risk capital in a nuaber of ways. First c»f all 
private banks had the advantage of nepotism: they were 
closely linked to the kinship structures which were so 
important for industrialists who needed to raise capital. 
Secondly, Joint-stiack b^ks became very bureaucratic very 
earlys we shall see below how bureaucrat Ically aanaged the 
Disconto-Gesellschaf t was (see pp. 20^' 2Q5>. Private 
bankers also enjoyed the advantage of being autocratsi they 
could take greater risks because they never had to face the 
shareholders. Admittedly many Joint-stock banks found it 
easy enough to conceal probleowi, but some Joint -stock 
managers felt that they were in a position of semi- 
trusteeship vls-A-vis their shareholders, and this imposed 
caution. Modest capital bases also prevented private 
bankers from throwing good money after bad in a way 
comparable to the Disconte-eesellschaft and the Dortmunder 
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Union. A private banker Mho had a venture turn out badly 
could not continue to pay for mistakes for years , as the 
Disconto-Gesellscha-f t did] he either carried out a quick 
and successful reorganization, delivered a coup- d e-gr# c e, or 
Ment bankrupt hieself. The last option Mas by no means 
unusual c Jos. Jaques, one of the eost prestigious Berlin 
private banks, had the Misfortune to be Strousberg's «ost 
loyal backer and suspended in October 187S, Mhen the 
railway king hieself was arrested in Russia. Finally, 
the multiplicity of private bankers Mas an important 
elaaenti it was inportant for Alfred IO*upp that he could 
keep on knocking on doors until he found one opened by a 
private banker who believed in hin, like Uilheln Ludwig 
Deicheann and AlexandiN^ Neyer<-Cohn. The saga of Krupp and 
his bankers Mill be discussed below. 

In the Oerean banking world of the nineteenth century, 
the superior ability of the private banker at ferreting out 
new business was acknowledged through an inf ureal division 
of labcHiri the private banker would discover the new 
venture, and when it grew beyond his resources he would 
intrcxluce it to his Joint-^tock friends. Each Joint-stock 
bank Mas often surrounded by some private bank "pilot 
fish** I BlaichrSder and the Berliner Handel s-Besellschaft| 
Oppenheim, Ladenburg and the Di scon to— Basel Ischaft; Landau 
and the Nationalbmk fOr Doutschland, the Breslauer 
Disconto-Bank, and the Coeeerz- und Bi scant o-Bank. 

179. "Frankfurter Borse (25 bis 30 Okt.>" in: AktionAr 
(Frankfurt/Nain, Sunday, 31 October 1879) vol. 22 Ha. 1140 
p. 799. 
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ScNMitiAM th»M discoveries enjoyed • legendary success, as 

Nhen Landau and GebrQder Sulzbach introduced the 
Nationalbank fur Deutschland, the Deutsche Banky and the 
Berliner Handel s-Gesellschaft to Mhat Mould becoaie the 
A. E.G. or when the Ladenburgs introduced the Disconto- 
GesellBchaft to B.A.S.F.i at other tines the discoveries 
turned out less -fortunately, as when Freiherr Albert von 
Oppanheia discovered the Austrian engineer Victor Popp and 
persuaded the Disconto-Gesellscha-ft and the Norddeutsche 
Bank to invest in Popp's Internationale Druckluft- und 
Electricit&ts-eesellschaft. 

Finally, we come to what was often the most important 
source of finance for Ruhr industry during the critical 
decades of the eighteen-f if ties and eighteen-sixtiest 
foreign investment. The first Joint-stock coepany in the 
Ruhr, the Gesellschaft der Hardenberglschen KohlenMerke of 
1840 f was established by French investors from Valenciennes 
and Anzin.^*^ Britain is famous ior its numerous foreign 
investments in the nineteenth century: nearly every 
continent has some rail Mays built by the men of London's 
"engineering quarter "« located on Breat Beorge and Victoria 
streets. Often foreign investment Mas attracted to a region 
because of existing trade patterns: this Mas true of German 
investments in the River Plate (the Rhenish hide trade) and 



180. Schinckel, Efinnerunoen do. 237-238. 

181. Gebhardt, Ruhrberobau . pp. lS-16j Cameron, France and 
Economic Development , p. 373. 
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Brazil (the Haaburg coffee trade) .^'^ Far Britain in the 
i860'B, the M»t ieportant region of Oereany Mas the 
province of Prussia, Mhich provided Britain with much of her 
grains the longest consular reports published in the 
parlianentary papers mere those from the British consuls in 
fleeel, Tilsit, KAnigsherg and Danzig. This trading 
relationship intsrested some British capitalists in 
investing in railMays in the province of Prussia, and they 
chose Or. Bethel Hsnry Strousberg to execute these projects. 
British xnvestokent Mas essential for the various Strousberg 
railways (see above, pp. 69-721^ especially the early ones, 
such as Tilsit-Insterburg, the East Prussian Southern 
Railway (Pillau-Kfinigsberg-Lyck) , and Berlin-Gdrlitz. After 
this early start Strousberg diversified his sources of funds 
so that they were the most comprehensive and hence least 
typical of any industrialist. He raised funds froe private 
bankers. Joint-stock tsanks, mortgage banks; government banks 
<the Prussian Seehandlung>| he tapped nueerous foreign 
investors, even borrowing loney fro* Russian banks to the 
horror of that ccMintry's gcnrernaent, which felt that Russia 
should leport capital to build railways there, not export 
capital so that Strousberg could build railways in France} 
he sold shares to end borrowe d eoney fron his clients, his 
suppliers, his contractors, even his workers; he sold shares 
to courtiers, noblenen, professors, Jcxirnalists, 



182. Ham, "Rautenstrauch" in: RMMB vol. 2 pp. 217-237; 
Siegfried Zimmermann, Theodor Wille 1844-1969 (Hamburg, 
1969) (ai|lirtsch«ftsgeschichtliche Forschungsstelle e.V., 
Hmburg, VtrOf fffT^»CftWnOinf vol. 32). 
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Industrialimts, bankers, raall Mv«rs« avwi sactians of thm 

working classes, to judge fro<n a comment in the socialist 
nenrapaper Vaik«s1:ap^8 *■» met of all, he borroNed, entering 
transactions not because they made industrial sense but 
rather because they produced cooMMrcial paper idiich he could 
then discount; last but by no aeans least, he raised the art 
of paying in 180 days to a neM peak. It would oversioplify 
natters to describe Strixisberg aerely as an industrialist 
who raised funds through foreign investment; but foreign 
investeent gave Strousberg his start, and even in his 
darkest days he saw his salvation in tapping the English 
noney narket, eaking repeated and hurried trips to London. 

A more conventional railway contractor, Nillian D. 
Sharpe, built the Unstrut Valley Railway from Artern to 
Maumburg.*** British investors also put their money into 
the horse-drawn tramways of Leipzig. But this investment 

was by no means confined to railways. The Vereinsbank in 
Hamburg was established - as the name implies - by the Union 



183. Lange, Berlin. Bismarck. Babel, p. 93. 

184. "BcNTicht der Spez i al komroi ssi on zur Untersuchung des 
EisenbahnkanzesBianswessnB** (the Lasker COMDlttee) ini 8BHA, 
Leg. Per. 12, Session 1 (1873/74) Anlaoen . vol. 1 pp. 100- 
102. 

185. The Directprv o9 Directors 1881- A list pf thm 

Directors of the Joint-Stock Companies of tt^f United 
|<inqdom, and the Companies in which they are concerned, with 
such other particulars as are considered likely to be of use 
and interest . by Thomas Skinner (London, February 1881) p. 
310; Arthur Liebmann, Acht Jahrzehnte im Dienste der 

wirtsqh^ft;, e^n Lgbgngfr41tf dy A^tgyB^^nip d^utqfgh* Cred^t- 

eoiUUL (Leipzig, 1938) p. 84. 
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Bank of London LiMitod.*** Tho Irish public Morks official 
William ThoAas Mulvany bagan a second career as a Ruhr coal 
■agnato. •inking tha ainm **HibBrnia"t "'Shaarock'*, -Hanaa-, 
"Zollern", and "Erin". The financial backers of his company 
M«r« Irish, Anglo-Irish, not British (Hulvany hiMWlf was 
born into a Catholic faaily which convartad to Anglicanisa) , 
although one of the aost iaportant backers, Michael Corr — van 
dar naaran was an Irishaan Mho had aovad to Balgiua, and tha 
technical operations of the mines Mere carried out by a 
Hilliaa Coulaon of Durhaa.**^ Tha laparial and Continental 
Gas Association was the first coopany to provide gas- 
lighting in Garaany.^*" Tha English invas t aan t which I 
find aost OMtraordinary , h owavar , is ttia co-ofkaraticm of 
English capital Mith tha araour plata aanufacturar Hsraann 
OruBon to aatabliah tha Morddautscha 8chiffbau-Ae of Kiel in 
1867| this coiRpany was established to build armoured ships 
for tha infant Saraan navy.*** Since Krupp obtained finance 
at this same period from the French Banque Sellliare, we 

186. Hundert Jahre Vereinsbank in Hamburg 1856-1956 
CHamburg, 19563 pp. 28—29. 

187. Kurt Bloeners, William Thomas Hulvany (18Q6-iaaS>. Ein 

flrwintiurtrl* witf dgr tffutich-mgliichBn 

Wirtscha-f tsbeziehunqen im 19. Jahrhundert (Essen, 1922) pp. 
61-63 (= Verof f entlichunqen des Archivs fur Rheinisch- 
Westfaiische Mirtschaf tsoeschichte ( Rheini sch - Westf ai i sches 
Mirt«gh^f*m^irehiv> vol. B> . 

188. Beldern, gyghg^ngWigT P- 8 

189. "Prospekt: Norddeutsche Schif-fbau Akt i en-Gesel 1 schaf t , 
Kiel" in: Aktionar (Frankfurt/Main, Sunday, 7 July 1867) 
vol. 14 No. 706, p. 485. 

190. Mil helm Berdrow, Alfred Kruop (Berlin, 1927) vol. 2, p. 
89; Cameron , France and Economic Development, pp. 396-397. 
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have the peculiar situation that French capital helped ei|uip 
the Gemian arms industry, and the German naval dockyards are 
in part a creation of British capital. The iaportance of 
British capital for the Ruhr can be gauged by the attitude 

of Per ftktionar . the leading 6erAan financial Meekly. In 
1865 Per Aktionar cited as an exaeple of the extent to Mhich 
the Ruhr had recovered froa the slump of 1857-1860 the fact 
that "once again English capitalists are turning their 
active attenticx) to the Mestphalian iron industry." (The 
occasion Mas Mulvany's involvenent Mith the Oorteunder 
Hatte. > 

Dutch investment also moved into the Ruhr, investing in 
the Steinhauser HQtte and the collieries "Holland" and 
"Gelria".*-^ As one might expect, Dutch finance, 
entrepreneurs and sailors mere very iaportant in developing 
the Rhenish shipping industry. But the British, Irish, 
and Dutch contributions pale in conparison with French and 
Belgian investeent. The naaes of the coal panels Mhich were 
to become the colliery "Dahlbusch" reflected the origin of 
their OMners; "KBnig Leopold" and "KAnigin von England". 
British capital, hoMsver, MithdreM free "Dahlbusch", Mhich 
remained almost totally under Belgian control (Mith caesuras 

191. "Rheini sch-Westf al ische Brief e No. 320" in: Aktiongr 
(Frankfurt/Main, Sunday, 29 January 186S> vol. 12, No. 579, 
p. 53. 

192. PreussischB Gesetz -Sammlung 185B pp. 413-428; H.P.G. 
Quack, Her inner inaen uit de LevensJaren (Amsterdam, 191S) 
pp. 92~95| Bloemers, Hulvanv pp. S7-S8. 

193. Information from Dr H.A.Wessel, archivist of the 
Mannesmann We r ke. 
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in 1914-1718 and 1940-1943) until thm I960'*. The 
largMt iron and atMl coapany in Baraany in th« 1890 'a, tha 
Phoenix, Actien-Gesellschaf t fiir Bergbau und Huttenbetrieb, 
has baan dascribad by a canteoparary as a coaplataly Balgian 
enterprise, which conducted all its correspondence in 
French. If British capital Invested in Seraany becausa 
of existing trade floHs and because of Britain's 
technological lead, French and Belgian capitalists were 
obeying the dictates of geology as they followe d eastward 
the coal seaas which stretch from Dover to Dortmund. French 
invastaant was also vary iaportant in n on - f errous aatals. 
There is euch to be eaid for the arguaent that Germany and 
France fora two halves of a coapleaentary econoaic system 
and this is particularly evident in the case of non-ferrous 
aetals - the glass industry is an example - but France is 
realtively poor in deposits of these aatals. Geraanyt on the 
other hand, was in the nineteenth century the world's 
largest producer of zincy in the top two or three for lead, 
and in the top three or four for copper. Thus we find 
French invest aent in the Actien-6esellschaf t fOr Bergbau, 
Blei- und Zinkfabrikatlon zu Stolberg und in Mestphalen 
(which in the IBSO's was the largest lead producer in 
Europe) I the French-backed coapany Vielle Hontagne of Li*ge 
dominated the European zinc market including Europe's 
largest zinc producer, Geraanyi there are niiaareus instances 

194. Mil helm Kesten, Geschichte dwr Bmrowrl^i— elleehaft 
Dahlbiisch (Eeeen, 1952). 

199. Franz Joseph Collin, Vo^ Mailer zum Brossraua-Koksofen- 
Erinnerunoen CDortaund, 19343 pp. C63-C73. 
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o-f direct French investtnent in lead mines at Conatern in the 
Eifel and in zinc mines at Bergisch-Gladbach; there was also 
direct French investment in the Silesian zinc industry.*^* 

Foreign investment in the Ruhr was crucial not only for 
the capital it provided but also because it was accompanied 
by new technology. Mulvany's mine agent from Durham, 
Milliam Coulson, introduced the practice of tubbing out the 
sides of mine-shafts; the Belgian Joseph Chaudron perfected 
the Ki nd-Chaudron sinking process while sinking the mine 
"Dahlbusch"; and another Belgian, Charles Detillieux, the 
General Director of the Phoenix, was certainly the second 
man in the Ruhr, and quite likely the first, to produce pig 
iron by means of a coke-fired bl ast— furnace. '^"^ 

If I may sum up my picture of the German capital market 
in the critical period 1848-1873: an industrialist would 
first re-invest profits and tap the funds of his relatives; 
these relatives might lead him to (or be themselves) men who 
had made fortunes during the period of primitive capital 
accumulation, such as merchants, Spedi teuren or cloth 



196. Cameron, France and Economic Development , pp. 375-387; 
Fanny Imle, Per Bleiberqbau von Wechernich in der Voreifel. 
Fine wirtschafts- und soz i al pol i t i sche Studi e (Jena, 1909) 
pp. 29, 60. The information about the zinc industry around 
Bergisch Gladbach is derived from the superb unpublished 
history of Dr. Armin Rosenbaum, "Sammlung von Wi ssenswertem 
uber die 'Berzelius' Metal 1 hiitten-Gesel 1 schaft m.b.H. 
Duisburg-Wanheim" , 14 August 1952 p. 16, consulted in the 
archive of Berzelius GmbH, Duisburg-Wanheim. 

197. Bloemers, flul vany . p. 63; Kesten, Dahlbusch , pp. 68— 
69; Cameron, France and Economic Development , p. 389. Hans 
Seeling has written numerous articles about Belgian 
influence in German industrial development; he has now 
synthesized his researches as: Hans Seeling, Wal loni sche 
Industr i e— Pi oni ere in Deutschland. Historische Reflektionen 
(Li^ge, 1983). 
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Aanu-facturwsi than the industrialist would tap tha capital 
aarkat by knocking on anough doors until ha found a privata 
bankar who would believe in hia; when the coapany outgrew 
tha privata bankar 's resourcas, tha privata banker Mould in 
turn tap joint— stock banks or foreign investors. After 
1871 « foreign investnant froa Franca and elsewhere did not 
withdraw — "Dahlbusch**, for axaapla, reaainad in Belgian 
hands until the nineteen— sixties - but its proportion of 
Sarnan investnent dropped rapidly, as the h^er active Joint- 
stock banks of the Grander J ahr e moved into the Ruhr. 
Finally f when the 6erMn banking industry eabarked upon a 
phase of rapid concentration after 1897 the private banks 
were rapidly absorbed, destroyed by war, inflationt or 
depression, aryanized or closed down by the Soviet occupiers 
so that the nultiplicity of private banks of the nineteenth 
century disappeared, the Gernan financial narket becaae 

dominated by the three monoliths of the Deutsche Bank , the 
Dresdner Bank and the Conmerzbank i and industrialists 
experienced difficulty bridging the "Hacaillan gap" (as it 
is called in Britain: the gap between the initial grub- 
stake and a full stock ear ket listing). Sir Robert Ensor 
has described this process very well when he has said of the 
aaalgaaation process in England that it "gradually blunted 
the spear -point of individualist initiative, which had 
hitherto opened the new ways for England."*^ 



198. Sir Robert C.K. Ensor, End and 1870-1914 (Oxford, 1936) 
p. 114 (»Beorge Clark, ed. , Tha Oxford History of Enoland- 
vol. 14>. 

136 



Copyiiyt tod material 



IX. Th» Piraefclon dmr PiBecintn-BBMllBcha^ti 
Origins. Growth. Internal Structure and Relationship 

with QthT Bankg 
A. The OriQiiw of thm Di»eonto-e»— ll«eha-ft 

The Depression of the 1840 's was one of the most 
severs in European history. In the earlier part of the 
decade, a potato blight created famine conditions which 
reached their nost cxtrene expresBian in Ireland and in the 
revolt of the Silesian linen weavers. In 1847, the railway 
nania ended In a panic in both England and Gernany, and a 
ccmnercial crisis was overlaid on the existing agricultural 
depression. Mhen the Revolution of 1848 erupted in Paris in 
February, the -fear of revolution on top of weak economic 
conditions led many conroercial houses to suspend payment. 
Chief of these in Oereany was the private bank of Abri^ae 
Schaaf fhausen in Cologne, which suspended in the last days 
of Harch 1848. In Belgium, however, a notable measure was 
taken to stanch the panics under the patronage of King 
Leopold, a co-operative credit society, the Union de Credit, 
was called into being in Brussels. This was the ianedlate 
•odel for the Berlin Disconto-Gesellschaf t. 

The original plan was ideally calculated to appeal to 
the two strongest impulses in David Hansemann's natural 
charity and profit. Perhaps every creative aitrepreneur 
needs a belief in a higher mission, a feeling that he is 
doing more than "merely" making money. In Hansemvin this 
feeling was highly developed) perhaps he received it from 
his mother, whose last will and testament combines religious 



and financial imagerj^ in a nMiiarlc»b/«' -fas^'^n; 

"I would daarly lova to will Bomething to my 

beloved son David Hansemann; but my poor things 
would be of no use to him; so let his qood child- 
like heart accept ny blessing for him and his 
descendants as an Invisible capital, mhich has 
been deposited -for him in a better world and upon 
Mhich the interest will be paid from above. 

This coabinatlon of charitable plus profitable iiiH>ulses 

cones out equally strongly in the fire insurance conqiany 

Mhich Hanseaann founded in 1825 in Aachen i the Aachener und 

NUnchener Feuerversicherungsgesellscha-ft, Mhich today is one 

of Bereany's largest financial congloaerates. This coapany 

was required to allocate half its profits to charity; the 

other half went to its shareholders. Many insurance 

pioneers felt uncoefortable with the profits of Joint-stock 

insurance coepanies, and preferred the eutual fore$ 

Hansenann, with characteristic brilliancey was able to 

reconcile the profitable and the eleeaosynary. Until 1879 

the Aachener und liUnchener Feuerversicherungsgesel 1 schaf t 

supported the Aachener Verein zur BefUrderung der 

Arbeitsamkeit (the Aachen Association for the Encouragement 

of Industriousness) . The Aachener Wrein encouraged 

industriousness through savings plans, and until its assets 

aelted away during the inflation in 1923, it was the second 

1 ar gmt savings bank in Bereany after the Berlin savings 

bank.»<»*» 



179. Alexander Bergengruen, David Hansemann (Berlin, 1901) p. 
44. 

200. Bergengruen, David Hansemann pp. 55-74, Wilhelm El tester, 
"Die geschichtliche Entwicklung des Aachener Bankwesens voa 
Beginn des 19. Jahrhundert bis zur Begenwart" C Aachen, 1948) 
pp. 4, 12-13 in Stadtarchiv Aachen, Az. Hs 998. 
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A credit union, lik« the Brussels Union de CrMit «nd 

the Oisconto-Gesellschaf is a savings co-operative. Its 
custoaers are its ouners. A credit union can often pay 
higher dividends than an ordinary bank because it knows more 
about the people to Mhoe it lendsj it has less risk. The 
Brussels Union de CrMit paid dividends at the rate of over 

Its Charitable and co-operative structure eade it eore 
profitablet Mhich had great appeal for David Hanseeann. 
For a while Hansemann was pursuing the sane idea as the 
great advocate of Norfcing-oMBn's credit co-operativesi 
Hermann Schulze-Delitzsch. In fact when Schulze-Delitzsch 
set up his own central bank for his co-operatives- in 1864, 
the DeutBCh» Genossenschaf tsbank von Soergel , Parisius tc Co., 
he modelled it upon the e^ly Disconto-Gesellschaf t. But 
Schulze-Delitzsch «#as a social reformer; Hanseeann an 
entrepreneur. While Schulze-Delitzsch stayed with his 
working-aen's co-operatives and people's banks 
( Volksbanken ) . and Friedrich Wilhelm Raiffeisen later 
brcMAght the idea of agricultural credit co-operatives to the 
countryside, Hanseeann developed the Di scant a-6esel 1 schaft 
into something quite different.^* 

It was also particularly characteristic of David 
Hansemann that he should choose to imitate a Belgian 
innovation. David Hansemann was bcarn near Hamburg, but he 

201- Walther Dabritz, Grundunq und Anfa n qe dcr Di^oifl^fy — 
Gesell schaft, Berlin. Ein Beitrao zur Bank- und 
Wirtschaf tsoeschichte Deutschlands in den Jahren 18S0 bis 
1B75 (Munich and Leipzig, 1931) pp. 7, 10-16; Karl Erich 
Born, Geld und Banken im 19. und 20. Jahrhundert (Stuttgart, 
1977) p. 220 <=Kraners Taschenausaabe vol. 428). 
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»ade his career in Aachen, close to the Belgian frontier. 
He MAS also an investor in a textile firn in Eupen, Mhich 
was later Managed by his sons Adolph and Custav; a true 
border tONn, which is now in Belgiun. Like other 
Rhinelanders, David Hanseeann was always quick to look to 
Gernany's Mestern neighbour. After el It until 1900 the 
Rhineland shared a coe e o n legal systee with France and 
Belgium (the Code Napoleon); it did not share a coninon 
legal systee with Berlin. The Rhenish Railway, Hanseeann 's 
pet project, would have been impossible without finance from 
the Belgian governeent. Hanseeann also wanted Belgiue tcr 
Join the Zollverein, and Belgium did apply; the application, 
however, was rejected on the grounds that only Gerean states 
could become members.*^ (LuMeebourg, which has a more 
uncertain nationality, was a aember of the Zollverein until 
1916.) Up imtil and including 1848, Belgiue wae also the 
ideal political aodel for German liberals; the Prussian 
constitution of 1848, which Hanseeann helped to draft, was 
ecMlelled on the Belgian const i tut icx>. The oneness of this 
heartland of Mestphalia, Rhineland, Belgiue and Northern 
France, was expressed eost eloquently by Maximilian Harden 
in 1923t 

"Between Ostende and Hamin, the Pas— de-Cal ai s and 
Dortmund lie in the valleys of the rivers 
Schelde, Meuse, Rhine and Ruhr Europe's richest 
possessions in coal and ore, the most productive 
mines, the most modern -foundries, steelworks, 
machine factories, railway nets and waterways. If 
this area is brought together rationally as the 
economic unity to which it is foreordained, 
without regard for the political borders that 

202. Bergenvruen, David Hanseeann . pp. 133, 163-164, 214-218. 
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dynastic rivalry and diplomatic wastefulness have 
arbitrarily drawn, then it can help France and 
Germany through the afternath o-F the war and 
becoM the source fron Mhich Nill floM the 
strength to heal our continent.*^ 

Unfortunately Harden 's vision Mas only realized aftiw 

another Nar, Mlth the creation of Benelux, the European Coal 

and Steel Community, and ultimately the European Economic 

Cooununity; and one possible 

eNplanation of the E.E.C. 's troubles today is the economic 

decline of this unified region, which despite its troubles 
is still an essential piece of the economic fabric of 
Western Europe. I have discussed the 
France/Belgium/fttiineland-lilestphalia connection at- some 
length because it is so vital, and because it Mill be a 
recurring theme in the enterprises of the Disconto- 
Besellschaft. 

There was a third iiqpulse behind David Hansemann's 
interest in a credit union for small businessmen. If there 
Mas one thing the leading financiers of 1850 did not want-to 
occur, it Mas a repetition of the misery of the i840's and 
the panic of 1848. David Hansemann, then Prussian Finance 
Ninister, had been instrumental in stemming that panic 
through the conversion of the Cologne private bank, Abraham 

into 

Schaaf f hausehf^one of the first Prussian public limited 
companies engaged in banking, and through his creation of 
Darlehenskassen - special discounting offices to tide 
Prussia over the financial emergency and subsmquently re- 

203. Maximilian Harden, Deutschland. Frankreich. England 
(Berlin, 1923) p. 109? Harry F. Young, Maximilian Harden. 
Censor Gernaniae (Th«H«3ue, 19S9) pp. 232-233- 
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aracted during the Prussx«n Mobilizations o+ iaS9, 1864, 
1866, 1870, and 1914. HanmMann Mae very concornmJ about 
the shortage of credit for sinall businessmen. The Oisconto- 
GBMllscha-ft, as hm originally snvisianed it, Mas to be a 
state— sponsored credit institution (as the Darlehenskassen 
had been and as the Schaaf fhausen'scher Bankverein Mas) 
so as to avert a repetition of the panic of 1848. Mhen he 
exchanged his post as Finance Minister for that as head of 
the Bank of Prussia, David Hanseeann at once began to eake 
preparations to set up this new institution. On 26 June 
1850 the first general iNMtlng of the ''Berliner 
Kreditgesellschaft" mat in the conference room of the Bank 
of Prussia; a clear Indication of the Institution's semi- 
official status- ■«»• 

Hansemann had hoped that this association would be 
granted a legal personality as a public Joint-stock coepany 
( Qffene Handel s-6esellschaft . OHG) . Its members would still 
have unlimited liability. He also hoped that, as a state- 
sponsored institution, it could count on favourable terms 
for discounting its paper at the Bank of Prussia. Yet as the 
Revolution of 1848 faded into the past, so did Hansemann 's 
political fortunes. Hansemann was the furthest to the left 
of that remarkable constellation of Rhenish businessmen Mho 
rose to prominence in 1848: Qustav Mevissen, Hermann von 
Becker ath, Ludolf Camphausen, Freiherr August von der Heydt 
and Freiherr Abrahan von Oppenhein, to list the others 
roughly from left to right. The leading lights of the 

204. Bergengruen, David Hyismmann pp. 662-663. 
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rMction lookad upon HMiMMiann Hith disfavour and suspicion, 
and the more the threat of revolution receded the more 
dlapsnsabl* Hansssann becaM. Chief of Hanseeann's 
opponents i«as August von der Heydta always the east 
conservative of the Rhmiish liberal businesseent he had 
crossed over to the reaction with flags flying. Von der 
Heydt, now Minister of Trade, the Finance Hinister von 
Raabe, and the OberprAsidant < governor of a Prussian 
province) of the Mark Brandenburg, Eduard Flottwell, 
bitterly opposed a project which they saw as designed to 
increase Hansenann's popularity.*^ Von der Heydt had yet 
another axe to grind. As I have eentioned before*, as a 
former partner of the private bank von der Heydt-Kersten & 
Sdhne of Elberfeld, he had no desire to foster a new 
institution which would break the financial Mnopoly of the 
private bankers.**** 

If the gover n eent had retained David HanseiMtnn as head 
of the Bank of Prussia, Hansemann would have had to give up 
his plan. But the reaction deepened, and at the beginning of 
April 1851 he was diseissed from the Bank of Prussia. Loth 
to become inactive now, Hansemann decided to go ahead with 
his plan for a credit union, but this time as a purely 

205. Bergengruen, David Hansemann . pp. 664-666; Dabritz, 
Pi seontoHBesel 1 schaf t ■ pp. lO-il. 
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private Joint-mtock caapanys it would not be a society Mith 
legal pereonality, but neither Nauld it be dependent upon 
government approval. A Meeting of the Berliner 
Kredltgesellschaftf the enbryonic credit union* voted 
unanleously on 2 June 18S1 to reject the governaent's 
requirenents for incorporation and proceed with Hansemann's 
new plan. The nc»w articles of association dated -from 6 June 
18S1, and they were written with the proviso that they would 
becoee effective only if no eore satisfactory response was 
■forthcoming from the government by 15 September. The 
govern«ent stood fast, and on IS October 1891 the new 
coapany began business. 

The new company was essentially a private partnership 
with active partners — for the time being limited to David 
Hansemann - plus silent partnws with limited liability who 
were also the cust om e r s of the firm. Hansemann defined the 
firm's co-operative character when he said that "A member of 
the company is a shareholder and a customer at the same 
time." Only the active partners were to represent the firm 
outwardly* so the company's formal name was the "Direction 
der Disconto-Besellschaft". The silent partnership is the 
crudest method of limiting liability; in theory, if the 
company goes bankrupt the creditors will be unable to press 
their claims against partners whose names they do not know. 
The early Disconto-Besellschaft had no legal personality 
apart from its Direction , which consisted of David 
Hansemann. The organs of the company were the directorate 

207. Bergengruen, David Hansemann . pp. 666-667. 
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( Pi recti on ) , consisting of the active partners 
( Geschaf t si nhaber ) with the deciding voice and managers 
( Gescha-f ts-f iihrer ) with only an advisory voice, the 
administrative board ( Verwal tunqsrath ) which represented the 
silent partners, and the general meeting, in which only 
those who had invested a thousand thalers or more could 
vote. Members had to pay up 10% of their investment 
initially, and could borrow up to the -full amount. To be 
admitted a prospective member needed the approval of the 
directorate, the administrative board, and a special 
admissions committee. The silent partnerships were as a 
rule not transferable, since they were based upon personal 
confidence, although exceptions were envisioned for cases of 
inheritance. The profits were to be divided as folloMs: the 
active partners got 5% off the top, then the members got 4>t 
as their ordinary dividend. Of what remained, 1/10 was to 
be put into a reserve fund, and of the remaining 9/10 one- 
quarter was to go to the active partners, three quarters to 
the members as an extra dividend.^**** 

A membership list for the Di sconto-Gesel 1 schaf t shows a 
remarkable variety of occupations. In addition to merchants 
and factory-owners, there are numerous handicraftsmen: 
masons, carpenters, glaziers, shoemakers, tailors, 
milliners, glove-makers, bakers, brewers, butchers, 
printers, typesetters, gold-smiths, carpet -makers and one 
hairdresser. Yet the Di sconto-Gesel 1 schaf t soon laboured 

208. Dabritz, Di sconto-Gesel 1 schaf t . pp. 10-16. The first 
statute of the Di sconto-Gesel 1 schaf t and its 
Gesel 1 schaf tsvertrao are in the RWWA, Az . 92 Gd. 
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undar the disadvantage that its eeabers did not borroM 
enough -from it. Half of the neebers of the Brussels Union 
de Credit took out loans there, but less than 40X did so at 
the Oisconto-Gesellschaft. The Disconto-Gesellschaft had 
difficulty acquiring new assets for its loan portfolio, and 
its groMth Mas hindered. As m result it began to eake less 
of its Money froA its regular operations, and eore under the 
heading marked "other". In addition the jaeaiberBhipB changed 
hands frequently, eaking the Disconto-Oesellschaft 's capital 
base uncertain. Hanseeann took steps to solve these 
problees. As early as 18S2, he raised the Mucieue aaoimt of - 
a share to 20,000 thalers, so as to attract m Healthier and 
hence steadier clientele. He persuaded the general Meeting 
of 20 Decembcw 18S2 to introduce the "fully-paid share**; 
previously nembers could only pay in 10% of their share. 
This Mas a success* as Many MBMbers chose to take advantage 
of the opportunity and fully pay up their shares. Finally, 
on 19 April 1BS4 David Hanseaann convinced the general 
Meeting to allow the adeission of Kommandi tar en (a special 
fare of silent partner) Hith a fully paid up MiniMUM capital 
of 50,000 thalers. Nith this Hanseeann broke out of the 
hitherto co-operative character of the Di scon to— 
6Bsellschaft."o* 
B. The Introduction of Credit Hobilier Banking to Bermanv 
I have already discussed the spread of the Cr#dit 
Hobilier idea throughout Europe. In Gereany there Mere two 
Men with direct connections to the Saint-Siaonian Milieu of 

209. Oabritz, Di seontp-^Besel 1 schaf t ■ pp. 17-19. 
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Paris Mho wer» inspirMl by the idea of thm CrMlt Hobilieri 

Oust a V llevissen and Freiherr Atiraham von Oppenhoim. Mevisssn 
r«ad Saint-Si aon •xtsnsivoly in his youth and caM into 
contact Mith his disciples during a Paris stay in 1838. In 
1848 Hanseaann entrusted Hevissen with the reccmstruction of 
the A. Schaaf f hausen'scher Bankverein AB and thus Hevissen 
gained the chance to put his ideas into practice. 
Oppenheie's link to the Saint-Si eonians was more material . 
The OppenheiiDs followed a policy of strategic marriages. 
They ware related to eany of the most i apart ant banking 

families of Europe: the Beyfus of Frankfurt, the Kaskels of 
Dresden t the Heines of HaiMburg, the von Habere of - Carlaruhe, 
the Bischof-Fsheins of Brussels* the Simons of Konigsberg and 
even (after 1860) the Hansemanns of Berlin. The link to the 
Saint-Si eonians in this case consisted of Abrahae 
Oppenheim's sister, who was married to the banker Benott 
Fould of Paris, the financier and founder (with the Pereire 
brothers) of the Credit Mobilier.*** 

Hevissen intended to develop the A. Schaaf f hausen'scher 
Bankverein AG into a universal bank, and when the Credit 
Hobilier was established in 1832 he at once acknowledged the 
intellectual affinity. Hevissen himself declared that the 
purpose of a bank was to be "the regulator of all e c onomic 
activity**. But vari€»us constraints crippled Hevissen's 
plans. Although the activity of the Schaaf fhausen 'scher 

210. Dabritz, Pi sconto-Gesel 1 shaft . pp. 31-38; Alfred Kruger, 
Das Kolner Ban ki era ewer be vom Ende des IB Jahrhunderts bis 
1875 (Essen, 192S> p. 68 and note (tVerflff entliehunnen des 

ftrchivs fur Rhgj ni sch-Westf al i sche Mi rtschaf tsqeschi chte 
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Bankverein has limited to tne Rhinelano, its capital Mas 
already insufficient for its purposes. Because the bank was 
carrying on the Dusine&b of an old house, much of i.t^ 
capital was already committed to normal banking activities* 
such as discounting bills, and Mas not available to provide 
long-term finance to industry. In addition, since the 
victory of the reaction in Prussia and the rise to poMer of 
the private banker von der Heydt, hevissm could no longer 
hope for further co-operation from the Prussian government, 
his largest shareholder, in extending tne scope of the 
Cologne bank."^*' 

Since hevissen could not acccMaplish his programme 
through the existing Schaaf fhausen 'scher Bankverein, he 
decided he Mould found a noM bank Mhich Mould carry out this 
programme; and since he could not establisi% such a bank in 
Prussia, he decided to set it up "offshore", in the Grand 
Duchy of Hesse-L)arm&tcid t . Just as the wr t^j^i. Mub^Iier had 
been a blow against the power of the Paris Rothschilds, so 
this new bank was a blow against the power of the Frankfurt 
Rothschilds, for Hesse-Darmstadt lay right outside the gates 
of the Free City. In 1893 the Credit Kobilier, the 
Schaaf fhausen scher Bankverein, and Sal. Oppenheim Jr. + 
Cie. founded the Bank fdr Handel und Industrie in Darmstadt 
(often referrea tu as, the Darmstadter Bank>. Without the 
help of the Credit tlobilier in placing the shares on the 
Paris bourse the new bank would never have survived its 

211. Dabritz, iL>i sconto-Sesel 1 schaf c . pp. 41 -43j Joseph 
Hansen, Sustav von Mevissen. Ein rheinisches Lebansbild 
iaiS-ia99 (Berlin, 1906) vol. 1. p. 64S. 
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■first difficult years. The capital was 2S Million gulden 
(50 million narks> , of Nhich 10 million gulden (20 million 
marks) Mere to be issued at once. Oppenheim and Hevissen 
offered the post of director of the bank to David Hansemann. 
Hansmmann Mould have acceptmd if hm had found sommonm to 
take his place, or at least deputize for him, at the 
Disconto-Sosellschaft. But of the two men he felt Mere 
suited to replace him, his son Adolph did not Mant to Imave 
his flourishing textile factory in Eupen for an uncertain 
future at the fledgling Berlin bank, and Hansemaoin's old 
political friend Carl Mathy was busy as a partner in 
Bassermann's publishing house in nannheim. Hansemann had 
evidently already formed his low opinion of his brother-in— 
laM Hermann Weise, for he did not come into consideration. 
Hansemann regretfully had to refuse, for the remuneration 
they offered was very handsommi a salary of 30,000 gulden, 
plus a tantieme (bonus) of 5X. Lazarus Hess, Mho had 
previously been an employee of the Credit Hobilier, became 
the first director of the Bank fUr Handel und Industrie. 

The Darmstadter Bank had hoped to be able to open 
branches on Prussian soil. But the Prussian government 
always refused its permission. Numerous proposals Mere put 
to the Prussian government for new Credit ^klbilier banks 
which Mould have the form of Act i enoesel 1 schaf ten - These 
proposals »«ere also rejected. Thus what German Credit 
Hobilier banks Mere established before the introduction of 
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frm incorporation in June IBTO Mar* aithar foundad outsida 

of Prussia, in one of Germany's numerous "duodecimo 
principalitias", or through taking advantaga of tha lagal 
loophola of tha Kommar.di tgesel l scha-f t auf Aktien . I shall 
discuss the Koaaanditaesellschaf t auf Aktian at length in 
tha noMt section. Exaaples of the "offshore" banks« mostly 
founded in the boom year of 1856, include the Internationale 
Banque A Luxeabourg (Mhich still reaains an i apart ant 
offshore bank, although in a different legal environaant) , 
the Mitteldeutstche Credit-Bank in lleiningen, the Dessauer 
Cradit-Anstalt, and the NiedersAchsische Bank in BOckaburg* 
to name only a few.^^' 

Threatened by laainent coapetltion on the one hand* and 
stagnating business on the other, the time had come for 
Hansaaann to meet the challenge. He first moved to expand 
tha bank's fields of activity. At the general aeeting of 28 
April 1855 he had Article 22 of the statute amended. This 
article regulated the use of funds Mhich Mere not used to 
discount bills of the Disconto-Gesellschaf t 's members. 
Hitharto thaaa funds could only be invested in bills from 
non— members or applied to maintain useful commercial 
connections and run the bill discounting business. All 
other <3parations Mara excluded. Hansaaann aaiandad tha 
article to alloM advances against stocks (bonds), shares, 
and siailar securities, and that "all larger commercial 



213. Dabritz, Disconto-gesellschaf t . pp. 45-49; Rondo E. 
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connections" could bm enter cd into Mhich one regarded as 
"safe and profitable". With this aaendeant the Mhole Morld 
of company flotations and other nen issues Mas opened to the 
Disconto-Gesellschaft. Only ineobile property (real estate) 

was excluded. But in a further revision on 13 Novenber 1856 
it Mas stated that this embargo did not apply to mines or 
industrial establishments; that investments could be made in 
immobile property if the property could be quickly resold | 
and even if this Mas not the case, under "exceptionally 
favourable circumstances" an exception could be made. Mith 
these amendments David Hansemann obtained a completely free 
hand and the Disconto-Gesellschaft became a Cr6dit Mobil ier, 
a universal bank.**>^ 

C. A New CcwDorate Forai the Koamandit- 

gyiieii^haft 4mf ftKtttnt 

The second step Hansemann took was to obtain the 
resources to carry out this aabltiisus programme. On 28 
April 1855 he increased the maximum membership to 500,000 
thalers. But this alone did not suffice. Finally, in 
December 1855 Hansemann laid before the public a plan he had 
worked out with the Berlin legal expert, Justizrath August 
Theodor Seppert I, and his old companion from the 1848 
liberal movement, Carl Mathy. Permission to -form a proper 
public limited company (Actien-Besellschaf t| Soci^t* 
Anonyms) was clearly not forthcoming from the government. 
There is, however, another Continental corporate form which 
has no true equivalent in Anglo-Saxon corporate law. This is 

214. Bergengruen, David Hansemann . p. 674; DSbritz, Disconto- 
Bmsmllschaft. pp. 51^2. 
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th« Soci^t^ an CcMwaandit* or Komwandi t - oBgallscha-f t. 
(abbraviatad KG). Thia is •ssentially a partnarship* with 
silent partners < Kominan d i t ar en ) and active ones 
C KoaDlaMntaran) - Unlik* tha Anglo-Saxon partnarahip, 
heitavar, Mhich haa no lagal idantity apart -froa the persons 
of ita partnara, a SocidtA an Comnandite is a Soeiatas and 
haa a lagal personality of its oim. This c|uestion, hoMavar, 
has always been a grey legal area. There is a school of 
thought in Baraan law which holds that tha axiatanca of a 
Kommanditaesel Ischaf t is bound up with the persons of its 
partnara, and if all tha partners die at once Csay in a 
train crash) « the Koniftiandi tge^i^ei 1 scria-f t dies too. This 
close association betwee n the existence of a 
Kooaanditgesellschaf t and the persons of its partners can be 
seen in the names of many such companies, which Include the 
naaes of their partners in their foraal corporate titleai 
the Barmer Bankverein von Hinsberg, Fischer it Co., the 
Halle'scher Bankverein von Kulisch, Kaenpf «i Co. These 
legal technicalities imply a unity between the interests of 
a Koaaanditgesellschaf t and those of its partners which 
reseables the Anglo-Saxon practice. 

In France, the existence of the Soci^td en Commandite 
was recognized in the Napoleonic Code de Coaeerce, 
including a variant upon the simple form, the Socidt^ en 
Coaaandite par Act i cans, which had tranaf arable aharas for 
tha limited partners, plus an active partner < 6^rant or 
Beschaf tsinhaber ) who had unlimited liability. The 
breakthrough for thia corporate fore caae in 1832 when the 
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French courts ruled laHful Mking theme sh«res out to 
bearer, Mhich eade them eligible for listing on the Paris 
bourse. This eeant French businesseen could take advantage 
of a corporate fore which had shares Nith limited liability, 
yet which did not require government permission. BetMeen 
1826 and 1848 nearly three thousand Saci*t*s en Coewandite 
were formed in France, almost ten times the number of 
8oci6t#s Anonyees Nhich Mere formed in the same period. In 
1856, however, the French government introduced restrictions 
governing the formation of Soci^t^s en Commandite, and 
formations dropped off. French Isms of 1863 and 1867 
introduced the free formation of Soci^t^s Anonymes, Mhich 
brought to an end the heyday of the 8oci6t6 en Commandite 
par Actions. **• 

At the same time as the Soci6t* en Commandite par 
Actions Mas approaching the end of its useful life in 
France, David Hanssaann prepared to introduce it to 
Bermany, Mhere the bcKim in Kommanditoesellschaften auf 
Aktien would last from 1856 until the free formation of 
AetlenaeMl 1 sehaf ten Mas introduced in 1870. Prussian laM 
acknoMl edged the existence of the Kommandi tqeaei i schaf t . but 
regulated it in only two paragraphs. The first paragraph 
said that a person Mho entrusted his capital to this 
Societas not against fixed interest but who only 
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participated in the profits and losses, in proportiixi to his 
invastad capital, was to be known as a silent partner. The 
second said that if his name was not included in the title 
of the coepany and he Mas not expressly acknoMl edged as a 
partner, he Mould be liable to the company's creditors only 
to the aeount of his capital held by the coepany.*** 

Hanseeann, Nathy, and 8eppert decided to use this 
corporate form to fulfill their purposes. The Disconto- 
Besellschaft general eeet ing of 9 January 18S6 agreed to 
issue a Kommandi tkaoi tal (a capital of Commandites) to the 
aeount of 10 Million thalers (30 Million Marks)', in the forM 
of fully paid shares of 200 thalers (600 marks) each. Both 
the holders of the KoMmandi tkaoi tal and the previous silent 
partners Mould be first off entitled to a 4% ordinary 
dividend. If the profits allowed payment of an extra 
dividend above that, the KoMsand i t^r en would be entitled to 
an extra I'/,, The liability of the previous members of the 
Dlsccvito--Gesellschaft was altered. The Kommandi t Icaoi tal was 
liable for the debts of the coepany, the active partners 
(the Beschaf tsinhaber ) retained their unlieited liability, 
but the Mitbetheiliote - "co-partnars** , as the original 
members of the Disconto-Gesel Ischaf t were now called, were 
henceforth only liable for obligations which arose froe 
business with them, the Soezialqeschaf t or special 
business. Hanseaann smmmsiI up this principle as "Separate 
losses, coMMon profits," As it happened, the special 
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businttss steadily dMindl«d in iaportance. Bomb of it» 
participants wars wiped out by the panic o4 1857. Others 
prospered so euch that they could graduate to being full 
current account customers of the bank. Adolph Hansenann 

naintained the special business out of a sense of piety to 
his father, but it was closed down idien the new law on 
public United coepanies of 1884 required it to be 
di sconti nucKj . 

Far more lasting was the new corporate fore which 
Hansenann created: the Kommanditaesellschaf t auf Aktien 
(abbreviated K8aA>. As the biographer of David Hanseeann, 
Alexander Bergengruen, has observedj "with one foot he stood 
within the law, whilst with the other he stepped beyond it, 
yet without violating it in any way." With a feeling of 
impotence Hansenann 's antagonist von der Heydt caiae to the 
conclusion that there was nothing he could do about it. 
Hansenann believed that when necessary one should innovate 
new legal forms and the law would follow| thus the law and 
the state avoided the danger o-f stagnation. Hansenann 's 
innovation was endorsed by the experts assembled in 
Nurenberg in 1856 to create a uniform German commercial 
code: they classified the Kommandltaesellschaf t auf ftktien 
as a sub-type of the Kommandi toesel 1 schaf t in the German 
connercial code promulgated in March 1861.^^* 

217. Bergenruen, David Hansenann dp. 674-676; Oabritz, 
Pi sconto-Gesel 1 schaf t . p. 53. 

218. Bergengruen, David Hansemann . pp. 668-669; Dabritz, 
Di sconto-Gesel 1 schaf t pp. 56-57; Bohme, "Grundung und 
AnfAnge", vol. 11 p. 49. 

155 



Co( j y ed matsriaf 



Tha KoaianditQBcallcchaft auf Akti«i can be described 
•s m helfiMiy house on Geresny's road to full capitalist 
forms, a cross between a partnership and a public limited 
coapany. In theory, it is tha ideal cor par at* form. It can 
raise capital Just as easily as a proper public limited 
coapany can| the seall investor can participate in the 
fire's profits, yet has lisited liability, as is the case 
with a public limited coapany; yet in case of bankruptcy, 
those sost responsible for the firs's collapse have 
unlimited liability and should suffer the most. A drawback 
is that the shareholders are largely disenfranchiseds the 
active partners, the Geschaf t si nhaber ■ have the final say 
and co-opt each other, whereas the shareholders elect an 
adeini strati ve or supervisory board with only li sited 
oversight powers. In practice, however, this is not that 
different from public United conpanies, mhere the ssall 
shareholder also has little or no say. 

The absolute power of the active partners of KGaA was 
me of the reasons why Jacob Goldschaidt, in the process of 
eerging the Bank fur Handel und Industrie and the 
National bank f Or Deutschland in 1923, arranged for the new 
hybrid bank to have the corporate form of the 
KeiMianditoesellschaft auf Aktien- eoldschnidt was also fond 
of this legal device because two of the oldest and sost 
prestigious Berlin banks, the Berliner Handel s-Gc»sellschaft 
and the Disconto-Besellschaft, had this corporate fors. The 
great power which the partners of a KGaA enjoy enabled 
Adolph von Hansenann to rule ths Discanto-6esellschaft as 
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his private fief dm. Th» disBn-franchiseaient of thm 
shareholders of a Kommandltaesellscha-ft auf ftktien makes the 
K6aA alnoBt ioiprBgnable against takeovers. In 1923« for 
exanple, the stock exchange speculator Eeil Ciprut asseebled 
a packet of 35% of the shares of the Berliner Handel s- 
Gesellschaft Nhich he sold to Hugo Stinnes. Mhen Hugo 
Stinnes tried to extend his control to the Berliner Handels- 
Gesellschaft, its leading partner, Carl FOrstenberg, 
infcMreed Stinnes that the shareholders of a KGaA had no 
legal right to interfere in the dispositions of the 
partners. Stinnes at once becaee vastly aore co- 
operative.'^* This strong defence against takeovers may be 
either a good or a bad thing, depending on one's viOMS about 
takeovers. 

The extraordinary poners granted to the partners of a 
Komwandi tqesellschaf t auf Aktien has often proven fatal to 
conipanies which adopt this corporate fore. A remarkable 
nueber of Beraan bank collapses have affected 
Kg">flt^ncmqe^ftU^<i;r)^f tgn . ^Mf .ftHtien' The Verelnsbank 
Ouistorpf Mhich collapsed in 1873, was a 
Koeeanditaesel Ischaf t auf Aktien ; so was the Vereinsbank 
Sternberg, which collapsed in the 1890 'S| so was the 
Darmstadter-Nationalbank, when it collapsed on that day of 
evil onen, 13 July 1931; so was the Cologne bank J.D. 
Herstatt, when it collapsed due to foreign exchange 
speculations in 1974. A near collapse which is also worthy 
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of Mntion is th» Barlinar Hand«ls->8BMllscha-ft« Nhich 
alnost Nsnt und»r due to a partner's disastrous speculations 
in Russian roubles in IBBS*"^ - an interesting parallel to 
the collapse of Herstatt. Most curiously, I knot* of no 
specific instance Mhere the unliaited liability of the 
active partners of the bankrupt institutions was called 
upon; perhaps the creditors (or the government, in the cases 
of the DarestAdter-Nationalbank and Herstatt) considered a 
lawsuit to enforce this liability Mould cost more tine and 
Money than it would be worth. So I know of no instance where 
this corporate fore has lived up to its pronise. 

The extensive powers granted to the partners at times 
mamm to have nurtured eore entrepreneurial, yet responsible 
partners. Just as partners in old Mall Street brokerage 
houses used to be oore risk-taking and entrepreneurial than 
the areies of vice-presidents in the cooeercial banks. The 
Berliner Handel s-Gesel 1 schaft survived the banking crisis of 
the thirties better than its rivals thanks to the skills of 
its managing partners, Carl Fiirstenb^g and Otto Jeidels. 
Otto Jeidels, in particular, in 1927 broke off a valuable 
cooeercial connection with a progressive textile firm, the 
Norddeutsche Mol 1 klliMierei of Dreaen. In 1931 Nordwolle 
collapsed, and it brought down the OarastadterHteticmalbank 
with it."^ The reputation of the partners of the Disconto— 
Gesellschaft of the 1920 's is not particularly highi yet 

220. Die Berliner Handel s-Gesel 1 schaft in einee Jahrhundert 
deutscher yirtschaft i85A-195A CBerlin, 19S63 pp. 96-97. 

221. Berlinar Handel s-Gesel Isrhaft 1HfV.-19fV. pp. 69, 211- 
212, 224-230t Born, field und Banken pp. 499-SOO. 
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aftar the Discanto-Gesellschaft mmrqmd with the Deutsche 
Bank in October 1929, the partners of the seal lor Disconto- 
Gesellschaft ended up doninating the aanageeent pf the flM4Ch 
larger Deutsche Bank. The nore forceful personalities of 
the K6aA partners engineered a "reverse takeover" of the 
Much larger AB. 

Another hallmark of the Komroandi toesel 1 schaf t auf 
Akijtyn is nepotise. This is not n<»cessarily a disadvantage, 
because faeily coapanies (e.g. Matsushita Electric) display 
a remarkable dynaaisn Mhidi enables then to continue to 
flourish even in the present highly developed Uestern and 
Japanese capitalist econooiiss. Partn^ships have an 
inherent bias towards nepotise, because the need to buy out 
a partnership when a partner dies can often result in the 
liquidation of a coapany. The coapany Mill be financially 
better off if the partner's son, no setter how inconpetent, 
steps into his father's shoes. Illiquidity after the death 
of a partner has proven to be a weakness of the 
KoflMPanditQesel Ischaf t auf Aktien; after Adolph von . 
Hanseaann died in 1903 without leaving a scm to succeed hie, 
the liquidation of his partnership hobbled the Disconto- 
Gesellschaft during a critical period, and was possibly one 
of the reasons for the Oisconto-Sesellschaf t 's further 
decline vis-a-vis the Deutsche Bank. The Oisconto- 
Gesellschaft was rife with nepotisa. David HanseoMnn and 
Adolph von Hansemann, father and son, were absolute rulers 
of the bank from 1851 to 1903. Hareann Weise, David 
Hanseeann's Si ooachwaoer (a Rhenish expression for men who 



aarry •istmrsi Oavid HanssoMuin and Heraann WaiM had aarr i«d 

the Fremery SI stars) , was one of the first Procurists. (A 
Procurlst is a Garaan lagal tara, signifying soaaona Mho is 
entitled to sign on behalf of a company, but who is not a 
full director or partner.) Adolph von Hanseaann's brother 
Gustav Hansamann continued his career as a textile 
industrialist in Eupen, and occasionally represented the 
Oisconto-GaBallschaft on the boards of various coapanias in 
the Rhineland, such as the BsrgxBch Markische Bank in 
Elberfeld. Tmo distant relatives of David Hanaaaann served 
as directors of provincial Danks which were associated with 
the Berlin DiscontoHaasallschaf ts Carl Senff « k^o becaae the 
autocratic director of the Aacnener Di&conto- 
8esellschaft«and Gerhard Sachau, a director of tha 
Allgeaeine deutscha Credit-Anstalt in Leipzig. 

The other aajor faaily dynasty in the Disconto- 
Gesellschaft i«as the JeMish faaily of the Saloaonsohns, 
which was involved for longer than the Hanseaanns Mere. 
Moritz Saloaonsohn, a JeMish banker froa Inowrazlaw 
(Hohensalza) in the province of Po&en was one of the 
founders of the DiscontoHSesellschaft in 1851 | his brother. 



222. Ernst Mil helm Schmidt, Manner der Deutschen Bank und der 
Pi sconto-besei 1 scha-f t (Dusseldorf, 1957); Denkschrift aus 
Anlass oes tuntunuzwanzigjahrigen Beste.*"ien5 der B^rai^f^t^ 
Harkischen Bank in Elberfeld* 8. December 1896 (Oiisseldorf , 
1896) pp. 4, 16; Friedrich Bremen, Aachc?ner Distionto- 
Beseilschaf t. Rneinische Disconto-Sesellschaf t» Rheinisch- 
l^estf alische Disconto-Sesellschatt. Eine Bank in Aachen in 
der Zeit zwischen 1B72 und 1917. Ein Baitrao zur 
Wi rt scha-f tsqeschi cnte des Aachener Raumes ^ D i 5 s 
Fachhochschuie Aachen, 1978) p. 202 in: Stadtarchiv Aachen, 
Az. CA 578 Arthur Liebaann, Acht Jahrzehnta im Diensts der 
Wirtschaft. Ein Lebensbild der Alloeaeina dautsche Credlt- 
Anstalt (Leipzig, 1938) p. 149. 
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Adolph SaloMmacshn, toacamm th» Syndikus (hous* laMyar) of 
the Disconto-evsellschaft in 1863 and Mas a partner from 
1869 until 1888; Horitz' son, Arthur SAloKmsohn, was a 
partner of the DiscontoHSesellschaft fron 1B9S until the 
merger of the Disconto-Gesellschaf t with the Deutsche Bank 
in 1929} and Adolph 's son, Georg Solmsen (he changed his 
name), was a partner in the Di sconto-Gesel 1 schaf t from 1911 
until 1929. In addition to these two najor faoilies, 
there are some more minor groupst Emil Russell and Ernst 
Enno Russell, father and scm, both became partners} and when 
Alfred Lent became a partner of the DiscontoH3esellschaf t, 
the path had to some extent been paved for hin by his 
brother Hugo Lent, who sat on the board of various railway 
enterprises associated with the Disconto-Gesellschaf t and 
eventually became an engineer with Siemens Ic Halske. 

Nepotism was consciously practiced at the Berliner 
Handel s-Oesellschaft; Carl FQrstenberg at one point wanted 
to make his bank into a centre for the offspring of 
directors of the Berlin Haute Banque, on the model of the 
French Banque de 1 'Union Parisienne. The Disconto- 
Gesellschaft and the Berliner Handel s-Gesellschaft were more 
nepotist than banks in the form of public limited companies 

223. Kurt Zielenriger, Juden in der deutschen Wirt<5chaft 
(Berlin, 1930) pp. 112-124; Georg Bolmssen, Beitraqg zur 
Deutschen Politik und Wirtschaft 1900-1933. Gesammel te 
Aufsatze und Vortraqe (Munich and Leipzig, 1934); A. Heppnar 
and I. Herzberg, flus Verqanqenhei t und Geqenwart der Judy n 
in Hohensalza. Nach oedruckten und unoedruckten Quellen^ 
Erweiterter Seoaratdruck von **Aus Vteraano^eit und Qeoenwart 
der Juden und der jiidischen Gemeinden in den Posener Landen " 
(Frankfurt /Mai n , 1907); Werner E. Mosse, J ews in the Gerotan 
EcQnomy. The German-Jewish Economic ^lite 1820 1935 
(Oxford, 1987) pp. 219-221. 
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- Paul Wallich's failure to get a satisfactory post at the 
Dautsch* Bank, Nh«r« his father, Hernann Wallich, had been a 
director, is an interesting contrast — but less so than a 
private bank would be, where alnost all partnerships would 
be allocated aeong one or two familieB."^ In this as well 
the KoiMianditQesellschaft auf Aktien was a halfway house. 

The foreatifwi of the Oisconto^-eesellschaf t thus led to 
the introduction of a new corporate form to Germany. Its 
peculiar eleeents gave the Disconto-Oesellschaft an 
idiosyncratic corporate structure. It is true that the 
KoManditoesellschaft auf Aktien was not an original 
invention of David Hanseeanns it had been very widely used 
in France and Belgium since 1832. Hansemann himself had 
been slowly greying towards this concept with his seriM of 
amwidments to the statutes of the Disconto-Gesellschaf t 
during the years 18S1-18S5. But some on e first has to know 
enough to tap the egg on its end; and Hansemann 's 
introduction of 'ff?fff*Ptf ftoesellsehaft auf Aktien is 
distinguished by the brilliance and originality which 
highlights so much of Hansemann 's career. 

D. 1B398 Year of Crisis. Year of Ooportunitv . 

For Europe's financial markets, 1859 was a year of 
crisisB the depression which had begun with the crisis of 
the autumn of 1857 was heading towards its nadir; and from 
January 1839 war between France and Austria seemed all but 
inevitable. A financial crisis which is brought about by 

224. Paul Mallich, Lehi — und Wander jahre . pp. 362-363, 394; 
contrast the private bank partners in KrQger, Kfllner 
Bankieroewerbe. pp. 49, 57, 63, 72, 75, 79, 83, 88. 
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Mar or rcivolutifm has a sharper sclga than on* Mhich can b« 

assigned to exclusively economic or financial causes; pure 
financial crises affect only the unsound houses, but a 
crisis brought about during a political emergency can also 
bring down solid houses Mhich are tenporarily illiquid (such 
as Abraham Schaaf fhausen in March 184B>. The stock exchange 
crisis of May 1859 Mas particularly severe because the chief 
theatre of the Italian War also happened to be the location 
of a railway, the Rothschild-dominated Austrian Southern 
Railway, the shares of mhich, popularly known as 
''Loebarden'*, were one of the most actively traded securities 
of the European bourses. As the troops of Napoleon routed 
the troops of Franz Joseph on the plains of Loebardy, the 
bears routed the bulls on the bourses of Europe. The 
greatest financial power of Europe, the House of Rothschild, 
was almost helpless as the share price of one of its chief 
assets melted away."" But one man's disaster is another 
man's chance. David Hansemann had, like many of his 
colleagues, plunged into deals during the boom period of 
1856-1857, only to meet with disillusion after autumn 18S7| 
the Henri chshCitte, the lead mine '*Neue Hoffnung" near 
Bleialf , and the shares of the Kosel-Oderberg Railway (in 
Upper Silesia) are all examples. But whether because of 
skill or luck, David Hansemann negotiated extremely slowly, 
and so concluded fewer deals and committed less capital than 

225. DCavid3 Morler Evans, The History of the Coromercial 
Crisis. 1857-58. and the Stock Exchange Panic of 1859 

(London, 1850) pp. 148-170; DCavidD Morier Evans, 
Speculative Notes and Notes on Speculation. Ideal and Real 

(London, 1864) pp. 22-28. 

163 



he Mould hav» if he had been quicker off the nark. The 
Allgeneine deutsche Credit-Anstalt (Adca) of Leipzig, 
founded in 1SS6, provides an interesting contrast. Adca 
participated in founding four eajor ventures during the boon 
of 18S6'18S7i the Credit- und Versicherungsbank in Lubeck, 
the SchMeizerische Credit-Anstalt in Zurich, the Privatbank 
in Botha, and the ElbhQtten-, Affinir- und 

Handel egesellschaft in Hamburg. Although all four of these 
conpanies latcir becane quite respectable concerns Cthe 
Hamburg netal snelter is now known as the ivk^rddeutsche 
Affinerie« Mhich is oMned by the precious netal s concern 
Degussa and the base metals concern Metallgesellschaf t> , 
they suffered severe birth pangs and alnost brcHight down 
Adca I other disastrous ventures of the period, such as the 
Kosel -Oder berg Railway, the Neust^dter Hiitte in the Harz and 
the Moldauische National bank in Jassy/Holdavia Cthe last 
two ventures launched by the notorious Director Nulandt of 
the Anhal t-Dessaui scha Landesbank in Dessau) did not help 
much either. In addition to these major involvements, Adca 
also entered into negotiations over alnost seventy other 
ventures. 

Not only was the Disconto-Qesellschaf t remarkably 
cautious compared Mith its rivals during the boon of 1896- 
18S7, it was richer in -funds. The reluctance of the 
Mi tbethel 1 i at e to barrow fron the Disconto-Gesellschaft, 
Mhich appeared to cripple the Di scant O'-Gesellschaft in the 
early 1850 's, becane a great advantage during the crisis 

226. Llebnann, Adca . pp. 32-3S. 
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y»ars of 1857-1899. In additicxi to this, X>«vid HansMHUWi 

Mas quicker to cultivate the deposit business than his 

rivals, notably the Berliner Handel s-Gesellschaft. 

Although he did not develop the deposit business Nith small 

customers as would later be done by Hermann Mallich at the 

Deutsche Bank Hith his Denosi tenkassen ■ Hanseiiann did 

attract money from companies.**^ 

The Disconto-Besellschaft thus entered the crisis year 

of 1859 in a remarkably strong position, and used the crisis 

to vault itself into the very first rank of financial 

institutions of Central Europe. During the year 1899 the 

Di sconto-Qesel 1 schaf t : 

Established the "Prussia Consortium", a permanent 

underwriting syndicate for Prussian loans; 
Founded a major French bank, the Credit 
Industriel et Commercial t 

Negotiated unsuccessfully to found a parallel bank 

in Russia; 
Lent money to the Duchy of Anhalt; 
Lent money to one Of the largest German IronMorks, 

the Phoenix; 

Lent money to the colliery "Vereinigte Prasident". 
The formation of the Prussia Consortium was a .direct 
result of the Italian War. Although outsiders like LudMig 
Bamberger (in his pamphlet "Juchhe nach Italia!") and 
Ferdinand Lassalle (in his pamphlet "Po und Rhmin**) 
recognized the community of fate ( Schicksalsoeroeinschaf t ) 
between Italy and Germany, this was not the case of liberal 
public opinion. The Prince Regent (later Empe r or William 
I>, still suffering under the illusions of the liberal "New 
Era", wanted to rush to the defence of Austria with Prussian 



227. Dabritz, ^ pFnnto-Gesel 1 sehaf t ■ p. 83. 
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araiB, and "defend LfMiib«rdy on the Rhine" i only Austria'* 
rvfUMl to concede hin the position of coaMnander-in-chie'f of 
a unified Bsrnan force prevented this. Prussia did, however, 
■cibilize against France. Mobilization is as much a natter 
of money as a matter of men, and the Prussian Finance 
I1inister« von PatOM, had to turn to his old antagonist « 
David Hanseeann; -for Hanseaann was noM at the head of the 
nost strongly capitalized financial institution in Prussia. 
Together the two a«n created the "Prussia Consortiua** « a 
semi -permanent syndicate of underwriters for Prussian loans* 
The first aeebers of the Prussia Consort! us wares the 
Disconto-Gesellschaf t, which chaired the syndicate, and six 
private banks, S« Bleichroder, Hendelssohn tc Co., Bebr. 
Schickler, F. Hart. Hagnus, Breest 8r Gelpcke, and Robert 
Marschauer tt Co. The first task of the new syndicate was to 
underwrite thirty Million thalers worth of Prussian bonds to 
pay for the mobi 1 ization. The Prussia consortium lasted 
until at least the First Morld War, although its seirtiership 
changed greatly over the years, as the ioint--stock banks 
like the Deutsche Bank and Dresdner Bank joined it and 
gained larger quotas, and the private banks disappeared or 
had their quotas diminished. It became the first of a 
series of consortia, such as one for Bavaria forsed after 
1866 by the Di sconto-Cesel 1 schaf t , the Koniglich Bayer ische 
Bwik of NureiAerg Cwhich after 1920 becane the Bayer ische 
StaatsbankI, and the House of Erl anger; a 
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ReichsanlBihBconsortiiJMi farawJ aftar 1871 for loans of th» 

imperial government; and a more fluid consortium formed for 
loans of ths Fras City of Hamburg. In the case of the 
Prussia Consortium and the Reichsanleiheconsortium, the 
Seehandlung« the Prussian state bank, permanently chaired the 
syndicates. (Prussia had tMO state bankss the Bank of 
Prussia, which chiefly issued bank notes; and the 
Seehandlung, Mhich acted like a state-OMned universal bank. 
The Bank of Prussia had private shareholders.) The ability 
to quickly and easily fund an army Mobilization Mas a 
crucial advantage for Prussia in its impending conflict Nith 
Austriai Austria, by contrast, paid for its euphorias of 
mobilization (as during the Crimean War) and Mar (as in 
1859) Mith the bitter hangover of fiscal catastrophe. The 
budgetary crisis which fol lowed the war of 18S9 led to the 
suicide of the brilliant Austrian Finance Minister, Freiherr 
von Bruck, the following year. In addition to a poor army 
and nationality problems, unbalanced budgets and a debased 
currency contributed to the expulsion of Hapaburg power from 
Germany. If the Prussia Consortium did contribute to 
establishing Prussian dominance in Central Europe, it Mas 
even more important in insuring the success of the Disconto- 
Gesellschaf t. It provided the Disconto-Qesellschaf t with a 
dominance over government bond issues, a safe, steady and 
profitable foundation which could compensate for the shaky 
edifices which rose above it, such as the Oortmunder Uhion. 

Austria eventually did have the chance to have its 
finances taken under the firm hand of the Disconto- 
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OMMllschaft, Mh«n nomm tlm» «ft«r 1864 (th* mtmct dmtm im 

un-fortunatsly not known) ths Disconto-Gssellschaf t nade its 
pMC* Mlth ttw HouM of Rothachild and bacaM a amibwr of 
the "Rothschi Id-Consortiuin" , which included the Austrian 
Cradit-Anstaltt th» banking housM Harltz Wodianar, S.H. von 
RothSCHild It Co. , S.B. Sina (until his liquidation, Mhich 
oceurrMi shortly aftarMards), «nd the Allgamino 
OMtarroichiseho Bodancradltanstalt of Vlannai tha 
Ungarische Allgaoaine Creditbank of Budapest, the Hungarian 
affiliate of the Crodit-Anstalti H.A. von Rothschild li 86hno 
of Frankfurt a« Main; the DiBConto-6es«llBChaf t , S. 
Blffiehrttdsr, and (until tho and of the 1870 's) tha 
Seehandlung in Berlin; the Bank fur Handel und Industrie of 
Darnstadti tend 8al« Qppanhoio Jr. ■•■ Cia. of Cologne. 
Usually thoso banks Here Joined by de Rothschild Fr*ros of 
Paris, and occasionally by N. M. Rothschild ti Sons of 
London. Tho admission of the Prussian banks to tho 
Rothschild Consortium was one of the nost telling 
eonfMftions of Austria's moaknessi Austria could not finance 
its government without calling upon the richer neighbour to 
its north - a aorious constraint on its fraodoo of Military 
oanoauvro. 

fttrango to relate, in the very saae nonths that the 
Diseoftte--Oes»llschaft was helping to supply funds to the 
Prussian government to prepare it for a possible Mar against 
Pirane»t it was also helping to found one of tho oajor French 

oanks, the Credit Industrial et Connercial, transferring 

229. MQnch, Adoloh von Hanseeann. p. 83. 

Copyrighted material 



funds to Paris during one of the tightest eoney esrkets of 

the 1850 's. The subscription for the shares of this new 
bank occurrcKl in April 1859, and the founders Merei Areand 
Donon, a partner of the banking house of Donon, Aubry, 
Qautier et Cie. , the Ottoman consul general in Paris and a 
close friend of the powerful bastard half-brother of 
Napoleon III« Auguste, Count de Horny; Arthur John Eden, on 
behalf of the house of Thoeson, T. Bonar Si Co. c»f Old Broad 
Street, London, who was also a aenber of the adninistrative 
board of the Paris-Qrl*auis Railway} Saauel Haber of the 
noted banking family of Carlsruhe, who was living as a 
rentier in Paris, and who subscribed in his own name and on 
behalf of David Hansenann] llichel Hon tan*, a foreer deputy 
of the legislature and a member of the general council 
(Conseil g^^al) of the Sironde, and of the Bordeaux 
Chamber of Commerce, resident at Paris; Cyr Frangois-Natalis 
Rondot, a businessman of Paris, the Paris delegate of the 
Lyons chamber of commerce; Frangois-BarthMemy Arl#s-Duf our, 
a ffleaber of the Lyons Chamber of Commerce and of the general 
council of the RhOne, resident at Lyons, and a leading 
Saint-Simonian; and finally Albert Du+our-F6ronce, a cousin 
of Arl^s-Duf our, and a director of the Allgemeine deutsche 
Credit-Anstalt , resident at Leipzig. The bank Thomson, 
Bonar It Co. was an important English merchant bank of this 
period - they were bankers to the government of Uruguay - 
which had a parallel house in St. Petersburg, a curious 
arrangement at a time when Anglo-Russian hostilities had 
ceased but three years before. But as the participation of 
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Prussia's Isading bank in ths for nation cf ths CrMit 

Industriel at a time of deep Pranco-Qsrsan hostility also 
bears Mitnsss, profit is cossopolitan.**^ 

Ths -formation oi the new bank was authorized by ths 
Biipbrdr en 7 Hay 1699, countsrsignad by ths Prssiar Eug*ns 
Rouhar tths oiodsl for Zola's EugAns Rougon) and Pisrrs 
llagnsf tha Minister of Finance. Anong the fifteen jaembera 
of the first adaini strati ve board was David Hansaaann.*** 

The CrSdit Industrie! et Coaaercial did not become the 
great rival to the CrMit ttobiliers that role was reserved 
to the Qoc.k6t& Qanaraie pour -favour iser le developpment du 
Coiisarce at do 1' Industrie en Franco* which was founded in 
1864. Tha Credit Industrie! et Coaotercial instead became an 
ioportanti but second-rank bank, which was snail enough to 
avoid nationalisation in 1945, but fell victim to 
nittemmd's finer net in 1981| it still exists today, albeit 
under state control. Its najor contribution to French 
finahce was the introduction of cheques on the English 
systlMit Which it began to proaelytize in its very first year 
of operation. Siyniticantly , in view o-f the Russian 
cOAhMtlOhs of its foundor Thonson, Bonar tc Co., the naJor 
financial doal of the first ysar of the Cr*dit Industriel 
«Mis ths ftlac ensn t on the Paris narkat of £1.6 nil lion of a 

230. "Soci6t6 Q^n^rale de Credit Industriel et Commercial" 
int Journal des Chemins de Fer. des Mines et des Travauz 
Publics (Paris, Saturday 9 ^ril 1859) vol. 18 i4o. IS p. 
S13| CSMiroh, Franeo und Econonic Peveloonent. p. 172. 

231. "8ocii^t6 G^n^raie de Credit Industrie! et Ccmiaercial " 
ihl JraMrt%^i ^ Chenins de Fer (Paris, Saturday 13 Auguat 
im» vol. le Ho, 33 p. 71S. 
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total issue of £12 million Morth of Russian bonds, paying 

3X, issued at the very Iom price of 683i.*^ 

It is mat -Fully dsar hoM David HansMann and tho 
Disconto-Gesellschaft becane connsctsd with the Credit 
Industriel et CooMMrcial, but it seeas to have been through 
Arl^s-Dufour (who was one of the major impulses behind the 
formation of the Credit Industriel) and Arlte-Dufour led to 
Dufour'-F^once, who in turn led to the Allgemeine deutsche 
Credit-Anstalt, which was where Carl Mathy went after he 
left the Disconto-eesellschaft.*^ There are two problems 
with this link: first of all, (lathy 's relations with the 
Hansemanns were by no means friendly after a stormy 
departure from the Disconto-Gesellschaf t, and secondly, Adca 
was in no position to invest in new French banks in 1899, 
since it was still prostrate after its errors of 18S6-18S7. 
It is possible that Adca brought in the Oi scon to- 
Gesellschaft because it did not want to pass up the deal, 
but felt unable to handle it on its own. As I have said 
before, the role of the Disconto-Oesellschaft in founding tht 
Cri&dit Industriel has found its way into the literature on 
the history of French banking, but until now has not been 
mentioned in the literature on the history of German 

232. "Soci^t^ G^n^rale de Credit Industriel et Comnierci al : 
Subscription pour 1 'Emprunt Russe** ins Journal des Chemins 
de Fer (Paris, Saturday 20 August, 1859) vol., 18. No. 34 p. 
7325 Jgyrnal fitgS-Cfafifflt.Oa, tfg. fsr <Pari», Saturday, 31 
December 18S9> vol. 18 No. S3 p. 104S| Cameron, France and 
Economic Development p. 172 and note. 

253. Bertrand Gille, "La Formation de 1 a Soca6t6 G^nferale" 
in: La Banoue en France au XIX* Sifecle. Recherches 
Histori oues (Geneva, 1970) pp. 158, 162 (= Travaux de Droit- 
d'dsconomie. de Sociolooie et de Sciences Politioues . HOm 81 >. 
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Banking. It is also not known when tha Disconto- 
Gasellschaft finally broka its link to tha CrMit Industrial 
et Comnerciali presumably Hdoiph Hansemann alloMed the 
connaction to lapsa after the daath of his father in 1864| 
ju^c as he neglected the a-f-fairs of the Phoenix. 

Thara ara tMO points about involvament of the Oisconto- 
Gasallschaft in tha formation of tha CrMit Industrial et 
Coiiunercial which ara particularly extraordinary. The first 
point is that tha Disconto-Gasallschaf t should provide such 
funds to a Frencn tiank, at the very same time as 1 1 was 
financially equipping the Prussian governaant for an 
iauninent war against Franca. The second point is that the 
Oisconto-Besellschaf t was able to do this in April and Kay 
1859, during the worst weeks of the crisis which hit tha 
European bourses. 

It appears to be in connection with the CrMit 
Industrie! et Coaimerciai tnat the Di sconto-6esel 1 schaf t 
entered into negotiations to establish a similar bank in 
Russia, which would be a logical extension in view of 
Thoason, Bonar's inportant Russian interests. We only know 
of this through a latter of Freiharr Abrahaa von Oppanhaia 
to Qerson Blaichroder of 1859, and it is apparent that 
Hansemann's efforts were not crowned with succass.^^ In 
the spring of David Hansemann made artother attempt to 

conquer that mighty empire of tha Easts ha spent much time 
in Russia trying to persuade the government to adopt a plan 

234. Freiherr (ktirAtiAOi von Uppenheim, Loiogne, 28 October 18S9 
to eerson Bleichrfider in Berlin, Blaichroder Archive, Box 
XXIX, folder 2. 
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devissd by hiii to nationalize and expand the Russian railway 
network. The negotiations were not successful; but it is 
interesting to note how easily Hansenann could separate his 
business interests from his liberal politics* and atteapt to 

put the Czarist government on a sound financial footing at 
the sane tiee as it was suppressing a Polish revolt. 
Hansemann had to be content with bringing back -from Russia a 
contract with the noscow-Ryazan Railway Coopany to issue 
5,375,000 thalers worth of senior debentures, secured by a 
Mortgage and a state guarantee. The Disconto-Gesellschaf t 
thereby introduced one of the first Russian railway bcand 
issues to the German stock exchanges.*** 

In the saee year of 1899 the Disconto-Besellschaft eade 
a loan of a million thalers to the Ducal Anhalt— Dessau 
Estates Administration ( harz oqI i eh Anhal t-Dessaui sehe 
Fi dei koiiiei ssverwal t uno s the branch of the ducal Anhalt 
government which administered the monarch's estates), 
secured by a mortgage on the East Prussian estates of Duke 
Leopold IV of Anhal t-Dessau and Anhal t-Co then. The duchy 
of Anhalt borrowe d these funds in order to rescue the 
Anhal t-Oessauische Landesbank, which was in serious straits 
after mismanagement during the boom years by its director 
Nulandt. This loan was less remarkable for its size or for 
the establishment of a new commercial connection, but rather 
because it marked the introduction of a new financial 
instrument to Germany: Parti al -Obi i oationen . German 
mortgages are indivisible. It is not possible for a 

23S. Bergengruen, Pavid Hansmmann. p. 68B. 
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borroM«r to issua bonds dirsctly in saall denoM nations. 
Instaadf th« toarrmmr lodgM • Mortgage against his assats 
with a bank, which then issues bonds in registered form, 
Mhich say "Th* Estates Administration of the Duchy of Anhalt 
pronises to pay the Disconto-Gesellscha-f t a thousand thalers 
in ten yeairs time*" The Disconto-Gesellschaf t then endorses 
these bonds, and -further transfers take place through 
endorsing the back of the bonds. There are two important 
aspects to thiss first of all, in Germany bank loans and 
bonds are not alternatives for a German borrower, they are 
two forms of the same thing. Ofter the literature does not 
distinguish when a loan only existed in the books of the 
bankf and when it was brokcm up into uniform amounts and 
certificates were printed. A German company cannot play 
Citibank off against Drexel Burnhaia Lambert. Secondly, the 
development of a bond market in Germany is hindered because 
Qermart bonds are in registered -foriB, and Continental 
financial markets are best set up for bearer securities. In 
the literature, the first example of Parti ai -Obi i gati onen is 
generally deemed to be the Krupp bond issue of 1874; yet 
there is some evidence that a Parti al -Obi ioati onen issue of 
the Dortfflunder Union antedates the Krupp issue. Alexander 
Bergengruen has raised the interesting point that the first 
example of Par t i al -Qbl i gati onen seems to be this loan to the 
Ouchy of Anhalt of 1G39, and if he is correct <this problem 
could best be solved by the scripophi lists, since there 
should be certificates for each of these loans) then this 
financial innovation as well must be set to the credit of 
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David HansMann.*^ 

Right before the outbreak of the Italian War, the 
Oisconto-Gesellscttaft and the Schaaffhausan'schar Bankvarsin 
•Mtended a loan o-f 1.22 million thalers for six years to the 
Phoenix, Actien-Besellschaf t ftlr Bergbau und Hattenbetrleb. 
As I have mentioned befcire, the Phoenix Mas the largest 
German ironworks in the Joint-stock form (Krupp was larger, 
but Krupp Mas a sole proprietorship) and a particular 
fiefdon of the House of Oppenheim. The bitter conflict 
between Oavid Hanseoiann and Abrahan Qppenhein was finally 
ended when the two men set about to reorganize the troubled 
Phoenix. In 1857 Oavid Hansanann was given a seat on the 
Phoenix adnini strati ve boardf in 1B60, he becaee chair nan of 
the adaini strati ve board and undertook the first of his 
three great reorganizations, the other two being the 
Henrichshiktte and "Vereinigte Prasident". The loan of 1859 
set the stage for this recxrganization, because during the 
reorganization it was converted into equity to provide the 
Phoenix with new working capital.*^ 

A parallel case is the loan to the colliery 
"Vereinigte PrJIsident**. This colliery in Bochun was under 

236. Bergengruen, David Hansemann p. 687; Jacob Rieseer, Di^ 



deutschen Grossbanken und ihre Konzentration im Zusammenhanq 
eit der Entwickluno der Gesamt^wirtschaf t in Deutschland 
(Jena, *1912) p. 393} Beorg Obst, Geld-. Bank- und 

Bfir senwesen . Eine qemei nver st Andl i che Darstellunq 

(Stuttgart,*'! 923) pp. 330-331; Annual Report of the 
Oorteunder Union for 1872/73, Merksarchiv, Hoeach AB, te. 
DHHU 1390. 

237. Oskar Stillich, Eisen- und Stahl -Industrie (Berlin, 
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the control of a KoaiAanclitossellschaf t A. Alsberg, based in 
Munstar/Westphalia. In 1899 the Diecanto-eesellschaft 
extended a large loan to the colliery, and Nhen the colliery 
«i«ent deeper into trouble t Oavid Hanseeann reorganized the 
company and created the Bochumer BergMerks-Actien- 
Gesellscha-ft in 18^, pushing out Alsberg in the process.*** 

In short, if we can pinpoint the Disconto- 
(Sesellschaf t s rise to be the mightiest bank in Germany to 
one year, that year is 1B99. In that year the Disconto- 
Gesell&chaft established its dominance over Prussian 
governMnt loansi it helped -Found a iiajor French bank, 
although this did not lead to a lasting connection; it 
pioneered a new financial instrun«mt« the Piaft^ial- 
Oblioationt and it lent to turn aajor conpanies in the Ruhr, 
and thereby extended its interests in the heavy industrial 
heartland of Rhineland-Mestphalia. The Disconto- 
Gesellschaft was liquid in 1859; its bitter rivals, like 
Oppenhein, Rothschild* Adca, Mere in temporary difficulties. 
Under the leadership of David Hanseeann the Disconto~ 
GesellBcha-ft brilliantly exploited its position of strength 
to vmilt into the front rank of European financial 
institutions. 

E. The Disconto-Besellschaft and its Rivals. 
1 . Sal. QqDenheim jr. ■♦• Cie. 

Perhaps the best way to depict the rise of the 



238. "Rheinisch-West-f alische Briefe 107" in: Per Aktionar, 
(Frankf urt/nain, Sunday, 2 December 1860> vol. 7 No. 362 p. 
73S| "Rheinisch-Hestfaiische Briefe 121** ins Aktionar vol. 8 
No. 375 p. 100. 
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DiBconto-BesBllBchaft to th« pcMftition of tho foroaost Joint- 
stock bank in Germany is to discuss its position vis-d-vis 
its rival banks. I shall discuss the Disconto- 
Gssellscha-ft 's relations Mith three private banks - since 
private bankers doninated the financial Market in Bereany in 
the middle of the nineteenth century - and one joint-stock 
bank, namely Sal. Oppenhein Jr. Cie. , the House of 
Rothschild* S. Bleichrfider, and the Norddeutsche Bank in 
Hamburg. 

The relations betMeen Sal. Oppenhein jr. + Cie. and the 

House of Hansemann Mere the most complex of all these; an 
initial bitter rivalry eventually gave May to the closest 
alliance. David Hanseeann first caee into contact with the 
House of Oppenhein in the early 1840 's, when he was helping 
to establish the Rhenish Railway Coopany, the "ircsn Rhine" 
(in the oieeorable phrase of Friedrich Harkort) which was to 
break the Dutch stranglehold over river shipping. The first 
section of the Rhenish Railway went from Cologne to Aachen 
and Antwerp. 

The young undertaking suffered numerous growing pains. 
One nonent of financial stringency was only relieved by the 
timely sale of a new issue of 6000 shares, worth 
million thalers, to the Cologne banking houses Sal. 
Oppenheim jr. + Cie., J.D. Herstatt, and J.H. Stein at a 
premium above par of SX. This sale was almost too timely, 
because the approval of the shareholders for the new issue 
was obtained only afterwards, and the issue was therefore 
technically illegal. The Belgian government subsequently 
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bail ad out trie ailing entar prise by purchasing thasa shares 

— which IS to say rnat tne Paris House ot notnschiid helped 

-finance the Rhenish RailMay, since the early -finances of 

Belgium were supplied oy de Rothscnild fr«^res. Mith this 

Share transaction began the ascendancy of Cologne finance 

over the Rhenish Railway Company. Abraham Oppenheim and 

Schnitzler of J.H. Stein took seats on the directorate of 

the rail May (Beraan railways, unlike other German ccMnpanieSf 

reseindlea ^glo-Saxon cootpanies by not having separate 

directorates and administrative boards, but combined the 

functions ot supervision and management. Oppenheiro's 

tentacles were most ubiquitous. Substantial advances made 

Oppenheim into the railway's major creditor; suppliers cf 

rails (such as the Michiels operation at Eschweiler), 

locomotives and construction material were frequently 

Oppenheim clients, so that payments to them by the railway 

were mere book entries within the House of Oppenheim; 

finally, Uppenneim was a major force on the dourse, and 

controlled the market for the shares of the' Rhenish Railway. 

□ppenneim s conflicts of interest were aj.n)ost too many to 

enu me rate, and these led to quarrels with the other 

directors and especially with Oavid Hansemann. Summing up 

the affair to the Belgian Finance Minister Nothoab in a 

letter of 16 December 1843, Hansemann wrotec 

"His COppenhsia ' sJ position as director and a keen 
banker places the task upon the other direcrtors 
and me in particular to protect the interests of 

the company as much as possible against those of 
the banker. This task is all tae fbcre difficult 
to fulfill because he is a highly capable man and 
his interests are so variously interrelated. In 
essence, therefore, rhe position of Herr O. has 
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long been irreconcilable with that Of a diractor 

of the company. 

ThsM conflicts culminatad in a prcawy fight, Mhich 
Oppenheim won all do*«n the line. Hanseotann and the other 
diractors had no choica but to resign. Mlth this Sal. 
Oppenhain Jr. ■•■ Cia. confiraied its hold over the two great 
railways of the wast: the Rhenish Railway and the closely 
linked Cologne-tlinden Railway. Yet it is curicNis to note 
that Oppenheim was not able to exploit his victory over the 
Rhenish Railway, and be elected president. Oppenheie had 
acted too crudely, and the Aachen interest would not stand 
for his as president. Instead a conproaise candidate was 
chosens Gustav Nevissen. Ilevissen was a very gifted 
manager, and oade the Rhenish Railway into such a 
financially secure institution that it was able to act with 
great independence of the House of Oppenheim; the Rhenish 
Railway did not even have to call upon govarnaent aid in the 
form of an interest guarantee of its securities, as the 
Col,ogne~ninden Railway did. The Cologne-Minden Railway, by 
contrast, was the particular fiefdoa of the House of 
Oppenheim and had Oagobert Oppenheim as its president. 
Since the Rhenish Railway did not have its securities 
guaranteed by the government, it did not have the threat of 
eventual nationalization hanging over its head, and expanded 
ORjch more aggressively than the CologneHlinden Railway. In 
the 1860 's the aggressive Rhenish Railway crossed the Rhine 
and began to coapete with the Cologne-ttinden Railway in its 



239. Bergengruen, Qavid Hanseaann . pp. 183, 210, 248-249. 
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iBost prof Itabls markets the Ruhr. The CologneHlinden 
Railway and the Fcnenish HaiJlway, in short, both bagan as 
creations of the House of Oppenhein; but the Rhenish Raili«ay 
gradually outgrew its origins and won ita independence, and 
hence two rail Mays with a ccMieon origin becaae two decades 
later fierce coepetitors in the Mestphalian coal 
districts-^'**' 

The next two decades narked the transition of the House 
of Oppenhein and the House of Hansenann fron bitterest 
enemies to closest allies. Hansenann had left his post 
calling down a plague upon the entire KUlner Kl unjel . 
But Hansenann had swell CMied his anger sufficiently by 1848 
to save tne Cologne clique by Dai ling out tne house of 
Abrahan Schaaf fhausen at the urging of the houses of 
Oppenhein, Herstatt and Stein. Hansenann 's and Oppenheim's 
co-operation in saving the Rhineland fron financial collapse 
was the first step in reconciling the two men.*^" In 1848, 
however, David Hansenann was still not that well disposed 
towards Oppenhein. Oppenhein nade the additional proposal 
that tne government establish a tnortgage bank. This was a 
sensible plan to prevent the crisis fron recurring because 
one of the reasons for Schaaf fhausen 's collapse was its 
extensive holdings of illiquid nortgages, and the other 
Cologne banks were also sitting on potentially profitable 

240. Bergengruen, David Hanspfnann . pp. 250-254; Hansen, 
Hevissen . vol. 1, pp. 323-328. 

241. Bergengruen, Q^yf-Sit ri^n%gflt^"t P- 

242. Bergengruen, David Hansenann. p. 433. 
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but in 1848 unrealizable property loans. But Hanseeann 
torpedoed this plan* although he was later to change course 
and Join Mith Oppenheie in establishing the Erste 
Preussische Hypotheken-Acti en-Besel 1 schaf t of 1864.*^* It 
is possible that Hansenann and Oppenheim were already fully 
reccsnciled by 1853, iiihen Mevissen and Oppenhela offered 
Hansmnann the post as first director of the Bank fur Handel 
und Industries but this offer eay have come froe f4anseffiann's 
close friend lievissen, rather than fron his old antagonist 
OppenheiA. We can definitely date the reconciliation 
between Hanseeann and Oppenheie to 1857, when Hanseeann «ias 
invited onto the administrative board of the Phoenix, 
Actien-Besellschaft fur Bergbau und Huttenbetriebi the 
Phoenix was almost Oppenheim private property, and Hansemann 
could not have Joined the board without Oppenheie 's full 
approval. In 1859-1660 David Hansemann successfully 
reorganized this Oppenheim heirloom, and after this the 
relations of Oppenheim and the Disconto-Gesellschaft could 
not have been closer.*^ 

In 1860 the alliance of the House of Oppenheim and the 
House of Hansemann received its fleshly consummation through 
the marriage of Ottilie von Kusserow and Adolph Hansemann. 
Ottilie von Kusserow 's mother was the sister of Abraham 
Oppenheie. Otti lie's brother was Heinrich von Kusserow, who 

243. Bohme, "Griindung und Anfange", p. 206 note 77. 

244. Oeschichtl iche Entwickluno und aeoenwartioer Stand des 

Phoenix, Akt i en-Gesell schaft -fiir Bergbau und Hiittenbft^rieb 
in Hoerde. Denkschrift zum 60 jahrioen Bestehen des 
gnternghftgni Iffl a a hre 1912 (Hoerde, 1912) pp. 15-16i 
StilliCh, Ei«en- und Stmhl -Industrie, pp. 144-147. 
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l«t«r bscame the first h«ad of the German leperial Colonial 
CK-fice < Rei chakol oni al mmt ) - Her sisters also married 
important businessnen: one married Louis Raven^, one of 
Gereany's largest iron traders « another lloritz Si eon, a 
leading private banker of Konigsberg in East Prussia. Mith 
this marriage the Oppenheims added yet another useful link 
in the chain of strategic marriages Mhieh linked it with 
many of the most important banking houses of the Continent « 
such as Bey-fus, Blschof-fsheim, Fcxild, Haber, Heine, and 
Kaskel."*" 

Sal. Oppenheim Jr. ••• Cie noM became the Oisconto- 
Besellschaft's closest financial ally. From the early 
sixties onward David Han se mann, and after his death Adolph 
Hansemann, fought side-by-side with Abraham Oppenheim to 

establish a mortgage bank in Prussia. The first fruit of 
their labours was the Erste Preussische Hypotheken-Actien— 
Gesellschaf t; in 1870 the Disconto-Besellschaf t, Oppenheim, 
BleichrSder, and Rothschild Joined to found Germany's 
largest mortgage bank, the Preussische Central -Bodencredi t- 
Actien--8esellschaf t. It would have been nearly impossible 
to set up this company without the help of Abraham 
Oppenheim, because Abraham Oppenheim had become a close 
friend of the Crown Prince William and his wife Augusta 
during their years at Coblenz, and Oppenheim was able to 
aM>eal directly to King William I and thus short-circuit the 



245. Kriiger, Kolner Bankieroewerbe . p. 68 and note; Erich 
Achterberg, "Adolph von Hansemann" ins Neue Deutsche 
Bi oor aohl^ vol . 13, pp. 343-344f Hunch, Adeloh von 
Hansemann . p. 380. 
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delaying tactics o-f the Prussian bureaucracy.*** 

Oppenheim and the Di sconto-Besel 1 schaf t co-operated 
extremely closely, and there are -few ventures of the 
Di sccnto-Gesel 1 scha-f t without Oppenheim participation: when 
the Di sconto-Gesel 1 scha-f t underwrote the Krupp bond issue in 
1874, it was able to enforce the inclusion of Oppenheim in 
the underwriting consortium, in spite of Krupp 's hatred for 
Oppenheim. There are also numerous ventures of the 
Di sconto-Gesel 1 schaf t which can only be understood as 
arising from the Oppenheim connection. The Disconto- 
Gesel 1 schaf t ' s interests in the Rhenish non-ferrous metals 
industry are an example: the Di sconto-Gesel 1 schaf t ' s 
involvement in the Commerner Bergwer ks-und Hiitten— Act i en- 
Verein and the Bensberg-Gl adbacher Bergwerks- und 
2i nkhiittengesel 1 schaf t "Berzelius" arose because these were 
Oppenheim companies. Another venture was the Deutsch- 
Belgische La Plata Bank of Cologne, founded in 1872; Cologne 
was the major European centre for importing hides from the 
River Plate until around 1870, and this led to a Rhenish 
financial involvement in Argentina and Uruguay. The most 
unfortunate new business introduced to the Disconto- 
Gesell schaf t by the House of Oppenheim was when Albert 
Oppenheim discovered the Austrian engineer Victor Popp and 
persuaded the Di sconto-Gesel 1 schaf t to help found the 



246. Kriiger, Kol ner Banki erqewerbe pp. 186-187; Di e 
Preussische Central— Bodenkredit-Aktienqesel Ischaft in Berlin 
1870 bis 192Q Denkschrift aus Anlass des f unf ziq jahriqen 
Bestehen der Gesell schaf t (Berlin, 1921) pp. 5-32. 
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Intsrnatianala Druckluft- und El«ctrlcitats~8M«llsch«f t."**^ 

There is no evidence that the Disconto-Gesellschaf t 
took a silent partnarship in Sal. Oppanhaim Jr. Cia. 
during the nineteenth century, although it seems by no aeans 
iii^robable. In February 1904, hoiMrvar, some of the older 
partners left the Cologne bank and the private bank needed 
■ore capital. The Disconto-Gesellschaf t then converted Sal. 
Oppenhein into a Koeeandi-toMel 1 schaf t and becaee the silent 
partner. This was the culmination of the Disconto- 
Besel 1 schaf t's involveaent Mith the House of Oppenheie.*^ 
Curiously, Sal. Oppenhein has been able to preserve its 
independence to the present day and today is probably the 
second largest private bank in Bereany Caftar Herck, Finck ti 
Co. >• 

2. The House of Rothschild 
As the Disconto-Gesellschaf t conaenced its rise to the 
front rank of Biropean financial houses, it had to take a 
position vis-a-vis the mightiest financial institution in 
Europe: the House of Rothschild. An idea' of 'the size of 
this financial p o we r eay be gained by the estieate for the 
fortune of the O e r e an Rothschild and Boldschnidt-Rothschild 
faailies in 190Bt 310 million marks, divided among seven 

247. Carl Meyer, Berlin, 6 April 1874 to F.M. Behra in 
Breslau, H.A. Krupp, U.A. II 13, fol. 20, Kruger, KBlner 
Bankierqewerbe , pp. 16S, 198-199, Schinckel, Er i nnerunoen 

pp. 237-238. 

248. Paul Wallich, Die Konzentrati on im deutschen Bankweeen. 
Ein Beit rag zur Geschichte der aeoenwartiQen 

Wirtschaf tsorqanisati on (Stuttgart and Berlin, 1905) pp. 
148, 172 <= Lujo Brentano and lilalther Lotz, eds. MQnehner 
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individual*. By comparison, the largest Gerean bank in 
1913, the Deutsche Bank, had a nominal share capitalization 
of 200 million marks, Mith a market valuation of 496 million 
marks. Thus until the eve of the First Morld Mar the 
fortune of the German Rothschilds could only be approached 
by the very largest Berman banks (and in 1913 the German 
banks were the most strongly capitalized in the world>. In 
the middle of the nineteenth century, the new Joint-stock 
banks must have seemed pygmies to the partners of the House 
of Rothschild. If the Oisconto-iSesellschaf t Mas to rise to 
the front rank of European banks, it had to hold its omh 
against this Leviathan. 

The Disconto-Gesellschaft first crossed SMords with the 
House of Rothschild in 1858 when the Rothschilds in Austria 
fended off a challenge by the Per ei res of the Credit 
Hobilier and merged their holdings of the recently 
privatized railways of Lombardy, Venetia, Styria, and the 
Carniola into the Austrian Southern Railway (the sadbahn , 
traded under the name tpOmbarden ) . The Hansemanns were 
bitterly disappointed that they were not included in the 
syndicate which formed the newly merged railway although 
they had begun to cultivate their Austrian connections, 
including to the Rothschild«>dominated Credit-Anstalt. About 
a -fortnight after the merger was concluded, the Rothschilds 
offered through their Berlin correspondent, 8. Bleichrfider, 
a sub-participation to the Disconto-Qesellschaf t and Robert 

249- Mosse, Jews in the German Economv . p. 207; Jahrbuch der 
Berliner Bflrse 1914/1915, Ein Nachschlaoebuch fOr Bankiers 
und Kanitaliatmn 3Ath ed. (Berlin, Leipzig, Hamburg, 1914). 



Marscnauer ^ Go. at or a preaium aoove par of ISX. 

Rothschild mas bringing the shares to the market at a price 
of 2.20— wnxcD i-ian&eoiann con&idersd far too hicgh an 
agio - especially since Austrian state -funds had been 
depressed by Rotnschild's sales. Both Disconto-Sesellschaf t 
and Warschauer considered Rothschild's offer expensive and 
derisoryt and turned it doMn.*^ 

The Disconto-(jesellschaf t now began its canpaign to 
force Rothschild to cone to terms with it. In that annus 
mi rabi lis of 1859, the i^^isconto-^esel lbL.h<if L =>ta«jed the caap 
of under ««ri ting million xhalers worth of state 
guaranteed preference shares of the Rhine-Nahe Railway 
Company. The Rhine-Nahe Railway was a vital link in 
Germany's ccsmmunication network, since it connected France 
and tna Saar coalfield witn the Rhine at Bingen, whence one 
could travel to Cologne or Frankfurt am Main. This deal was 
noi: tnat remarkaoie in itself, but was important d blaw 
against the Frankfurt House of Rothschild, which had 
previously dominated railway finance in its region. The 
Oisconto-Basellschaf t first wanted to underwrite these 
shares in association with Frank-furt private bankers, but 
when they refused, it joined forces with that other Joint- 
stock outsider, the Bank fOr Handel und Industrie, and 
together tney underwrote tne shares. The successful 
placement of these shares gave a great boost to the 
reputation of the Disconto-Besellschaft as an underwriting 
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house. 

The Hansemanns laid their mines extremely carefully for 
their next bloM against the power of the House of 
Rothschild. On a trip to Vienna in 1863, David Hansemann's 
keen financier's eye sai* that that perennial borroMer 
Austria offered great opportunities Mhich the Disconto- 
iSesellschaf t should cultivate eore than it had in the past. 
Hungarian problems, Hansemann sureised. Mould force Austria 
to borrow again sooner rather than later. David Hanseeann 
Mrote back to Adolph in Berlin, asking his son to prepare a 
list of their business connections in Austria. David 
Hansemann's prediction came true the following year. In 
1864 Austria again proposed to issue a loan, in this case a 
silver loan for 70 million gulden. In association with 
German, English, and Dutch houses the Disconto-'Gesellscihaft 
entered the auction for this loan and won the bidding. The 
Di sconto-GcMsel 1 schaf t won through against the opposition not 
only of Rothschild, but also of the largest Joint-stock bank 
in the Danubian monarchy, the Rothschild-dominated Credit— 
Anstalt. The Oisconto-Gesellschaf t took down 23,500,000 
gulden of the loan, or over a third; and later, when sales 
of the loan proved sluggish, the Disconto-Gesellschaf t took 
over the selling of the loan on the various bourses from the 
Austrian Finance Ministry. From this coup Paul Model dates 
the DiscontoHSesellBchaf t 's dominance in all great financial 



2S1. HQnch, fidolph von Hansemann , pp. 78—79; Die Disconto- 
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tr anaacti cm«. 

This bloM deep into the Rothschild's financial 
haartland iiipr«s«»d th« Rothschilds Mith ths iaportanc* of 
collaborating with the Disconto-Gesellschaf t. After the 
Pr usso-Austriwi c«npsi9n against Denaark in 1864, tha 
OlscontoHiesellschaft, 8. BleichrSdeTf Sal. Heine, the 
Norddeutsche Bank and M.A. von Rothschild <t Sfihne (the 
Frankfurt House of Rothschild) discussed plans for business 
in the newly conquered duchiess a Lapdifslpank (regional 
bank) for Schleswig-Hol stein, and plans to fora a public 
limited company to build a canal to connect the North Sea 
and the Baltic. Although both of these plans fell thrcMtgh, 
at a meeting in Altona Adolph Hansemann met and became a 
close friend of Freiherr Hayer Carl von Rothschild. This 
paved the May for a full alliance between the Disconto- 
Sesellschaft and the House of Rothschild, which Mas 
consunaated Mhen the DiscontoHSesellschaft bacaae a aemher 
of the Rothschild Consortium for Austrian loans, as I 
Mentioned above. 

With this the House of Rothschild acquired a strong 
partner in the aarketplace of Berlin, Mhich Mas rapidly 
groMlng in importance Mith the success of Prussian arms. Tha 
Rothschilds already had a correspondent in the perscm of 

252. Hiknch, Adolph von Hansemann . pp. 81-82; Paul Model , Die 
orosyen Berliner Ef f ektenbankan ed. Ernst Loeb (Jena, 1896) 
pp . 22-23. 

253. Dabrit2, Pi sconto-Gesel 1 schaf t . pp. 119-120; Miinch , 
^dftlPh Y9h M#n^gqiyin pp. 83-84; Fritz Stern, QqAti ftHtf IrVDri 
Btammrck. BleichrBder and the Buildlno of the Berean Empire 
(New YcM^k, 1977) p. 53. 
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BlBichr filler <at first Sanuel Bleichrttd«r« and later his sore 
famous son Gerson Bleictirfider) , but th« Rothschilds did not 
like to ba dapandent on only one house Mhen thay ccxild play 
two houses off against each other. Bleichrfider Mas 
-frequently worried by the intinacy between the Hansemann and 
the Rothschilds. In fact, Adolph Hanseeann and Freiherr 
Mayer Carl von Rothschild from the Frankfurt house 
corresponded almost every day from 1866 until the Freiherr 's 
death in 1886. »~ 

By the 1870*5, the Frankfurt house of Rothschild Mas 
playing a less active role in developing neN business and 
limiting itself to administering one of the largest fortunes 
in Europe. Thus Rothschild Mas less important in initiating 
new business for the Disconto-Gesellschaf t than Sal. 
Oppenheim Jr. + Cie. was, but it was an extremely valuable 
ally and increased immensely the Disconto-Gesellschaf t 's 
power to place securities. The House of Rothschild co- 
operated with Oppenheim, BleichrSder, and the Disconto— 
Gesellschaft in founding the Pr eussische Central- 
Bodencredit-Actien-Gesellschaft; in fact, Bleichrfider 's 
share was cut in half (the share capital of 12 million 
thalers was initially split evenly four ways) so as to 
allocate 1^/a million thalers worth of shares to the Paris 
and London Rothschild houses. M. A. von Rothschild & Sohne 
helped the DlscontoHBesellschaft in the privatization of the 
Brunswick State Railways and in the various financial 



254. niinch, ftdolph von Hansemann . p. 83; Stern, Gold and 
IClUlf P« 428. 
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transactions involving the Dortakunder Union. When the 
Provinzial-Disconto-Gesellschaft was launched , it was 
designed to serve as a branch network for the Frankfurt 
house of Rothschild as Nell as for the Oi scant c»- 
Gesellschaf t , and the two banks later jointly liquidated the 
Provinzial-Disconto-Besellschaf t. Whenever a financial 
transaction required the assistance of the London market, 
the Disconto-Besellschaf t would go to N. M. Rothschild and 
Sons first. When the Disconto-Sesellschaf t wanted to place 
in London some 5X treasury bonds of the North German 
Confederation in Noveoiber 1870 to finance the Franco- 
Prussian War, Kansemann approached N. H. Rothschild and 
Sons, but they refused because of their connections to the 
Paris house. < Instead the bonds were placed through the 
London Joint Stock Bank.) The one major transaction of the 
GrOndariahre which the Disconto-Gesellschaft owed to its 
connection with the House of Rothschild was the 7% Currency 
Loan of Tax Relief Bonds of the City of New York of 1872. 
Investing in T w eed's New York, however, was perhaps not the 
iiost brilliant financial coup. When Argentina ran into 
trouble during the Baring Bank Crisis of 1890 and its loans 
had to be re-negotiated, Adolph von Hansemann conducted 

negotiations with the help of the London House of 

Rothschi Id. 

25S. Evidence of Adolph von Hansemann in the libel suit 
against the Reichsolocke about founding of Central bodens 
"Vom Prozess der 'Reichsgl ocke ' " in: Norddgutsche 
Alloemeine /Ij^iti^no (Berlin, Friday 19 January 1877) vol. 16 
No. 15; Disconto-Festschrif t . pp. 37, 73-74; Dabritz, 
Pi sconto-Besel 1 schaf t ■ pp. 176-177| DAbritaE, David und 
AdolDh von Hansesann . pp. 104-106. 
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Th0 close ralationsliip which Adolph von HansMiann 
•n Joyed with Freiherr Mayer Carl von Rothschild continufld 
Mith Mayer Carl's son and successor, Freiherr Willy von 
Rothschild. When Nilly died in 1901 « the Rothschild faeily 
■faced the problem that all male heirs of that branch had 
died out. The Rothschilds had faced this problen once 
before, tvhen Acnschel Mayer - the Frankfurt brother - died 
leaving only female issue. Then the problem was solved by 
transplanting the Naples branch, which was conveniently at 
leisure after the defeat of Francis II, back to Frankfurt. 
Now the Naples branch had only feeale issue, and the Paris 
and London Rothschilds had to decide whether to send one of 
their own nunber back to Frankfurt. Curiously, they 
displayed no desire to exchange the fleshpots of London and 
Paris for the chares of the entrepot on the Main. They 
decided to close the old Frankfurt house, and transfer its 
business to a new branch which the Disconto-Gesel Ischaf t 
would establish. The Disconto-Gesellschaft had hitherto 
held back from establishing its own branch in the city 
because of its links to the house of Rothschildi the 
Deutsche Bank had a branch in the city since 1886. Now 
this loyalty received a nore than generous reward. The 
business was transferred to the new Diseonto-Besellschaf t 
branch without a single penny being demanded for it by the 
Rothschilds - a rare occurrence indeed. The Frankfurt house 
of Rothschild had been somewhat dormant in initiating new 
financial transactions, but it enjoyed tremmdous goodwill. 
The Disconto-Besellschaft sent Otto Ulrich, a Procurist 
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sine* 1883, to be the director of the new branch. Hoet of 

the old employees Mere retained. The new branch took over 
the previous agency business of the Rothschilds* such as 
being paying agent for the coupons of Pf andbrzef e issued by 
the Preussische Central ~Bodencredit-Actie n "B e sel Ischaf t. To 
provide the new branch Hith a suitable building, the 
Disconto-Gesellschaft asseabled a piece of property with its 
chief facade facing the fiutenberg eonuaent on the RossMrkt« 
and bordered by the old Schlesingergasse and the 
Junghofstrasse, totalling 1871 square eetress this property 
still remains one of the central buildings of the Deutsche 
Bank's headquarters in Frankfurt as Main. Reflecting the 
skill on the stock exchange of the old Rothschild house, the 
Disconto--Oesellschaf t intended that the new branch 
specialize in stock and share brokerage 
( Koaeissionaoeschaf t) ■ 

3. 8- Pleichrdder- 
The Berlin banking house with which the Disconto- 
Besellschaft worked eost closely was another Jewish fires S. 
Bleichroder. The anti-Semitic muckraker Rudolph Hermann 
Meyer called the two houses "our financial Dioscuri* and 
merged their names into "Disconto— BleichrBder"."*^ After 
arriving at his bank at 10 or 11 in the earning, Adolph von 

256. Disconto-Gesellschaf t Annual Report, 1902, pp. 12-13, 
RWWA, Az. 92 Sd; Pi sconto-Festschr i f t , pp. 220-221, 267; 
Ernest Kwach , Das de utsche Pr 1 vatbankgeschaf t ■ Studien zu 
seiner Geschichte und heutioen Stelluno (Dissertation, 
Berlin 1910> pp. 39-44. 

257. Rudolph Hermann Meyer, Politische BrOnder und die 
Cnrruntion in Deutschland (Leipzig, 1877) pp. 36-37. 
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Hansemann Nould cross the Behrenstrass* to confer with one 
of the Blelchrllder partners. Junior pvtners such as EMil 
Hecker and Julius SchMabach conferred regularly when they 
eet at the stock exchange.*** In spite of this closeness 

and geographical proxxnxty, however, the connection of the 
Disconto-Gesellschaft to 8. Bleichrfider remained nore 
tenuous than that to the Oppenheims, which was consummated 
through marriage, or to the Rothschilds, which culminated in 
a merger. Bleichrfider and the Disconto-Gesellschaft often 
worked very closely together; but the services they offered 
were too similar for the banks not to clash from time to 
time. 

There are numerous instances of the co-operation 

between the two banks. They were co-founders of the Prussia 
Consortium. They worked together on the plans for the 
Landesbank for Schleswig-Hol stein in 1864. They Joined 
together in a bid for the Prussian government's holding of 
Cologne-Hinden Railway shares when the Prussian government 
was trying to raise money -for the war of 1866. Bleichroder 
was one of the four founders of the Pr eussische Central— 
Bodencredit-Actien-Gesellschaf t , although as I mentioned 
above, his quota was later cut in half. The banks worked in 
tandem when selling government securities during the Franco- 
Prussian War. As members of the Rothschild Consortium, they 
underwrote Hungarian securities and ultimately reorganized 
the kingdom's finances. They also acted together in the late 

258- Munch, Adolph von Ha nsemann, p. 384; Hans Furstenberg, 
Carl Furatenberq: Dxe Lebensqeschi chte eines deutschen 
Bankiers (Berlin, 1931 > pp. 43-44. 
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1880's when underwriting Russian bonds. Blaichrdder and the 
0iflM:onto-6es«llsch«f t also co-operatad in -financing the 

Loewe concern, in particular the Union Electricitats- 
Gesel 1 schaf t . 

As the two foremost German bankers, Bleichrfider and 
Hansenann often had to play caaeo roles in colonial ventures 
which the governnent encouraged but were not in themselves 
particularly profitable: these included the Deutsch- 
Asiatische Bank and ventures in Saeoa, New Guinea, and 
German Southwest Africa. A somewhat similar venture was the 
reorganization of the Roumanian railways after the fall of 
Strousberg, which BleichrSder and Hansemann enbarked upon 
not for the sake of profit but at the insistence of 
Bismarck. This venture is particularly interesting* because 
we know the proportions in which the two houses 
participated t which gives us an idea of their relative sizes 
the Di sconto-Gesel 1 schaf t invested double the amount that 
Bleichroder put up. The later development of Roumaniwi 
business did prove prof i tables the two banks enjoyed a 
virtual monopoly in underwriting Roumanian government bcmdsi 
handled the Roumanian government's business in Berlin <BUCh 
as paying for Krupp cannon) , and pioneered the Roumanian 
petroleum industry.**^ 

259. Di sgonto-Festsehrif t ■ pp. 49^1; Stern, Gold and Iron 
pp. 130-131, 430, 440, 446-447. 

260. Disconto-Festschri f t . pp. 62— 6S; Stern, Gold and Iron , 
pp. 350-393, 400-401, 412-413, 431, 587 note 128; M. Muller, 
Vienna, 29 November 1881 to Friedrich A. Krupp, Essen, H A 
Krupp, W A IV 238, f ol . 16; Georg Solmssen, "Die Mitwirkung 
der Disconto-Gesall schaf t an der Entwicklung dmr ErdBl- 
Industrie" ins Solmssen, Beitr&oe zur Deutsehen Pelitik und 
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Ther« is, however « enough evidence of frequent 



competition between Bleichroder and the Disconto- 
Gesellschaft (thinks largely to the researches of Fritz 
Stern) to add an interesting touch of chiaroscuro to this 
picture of outward hareony. Bleichrfider and Hanseeann each 
tried to grab from the other the business of financing the 
French indemnity after the Franco-Prussian Har. Bleichrdder 
reacted with horror when the Disconto-Besellschaf t began to 
make soundings in an area which Bleichroder regarded as 
peculiarly his owns Egyptian bonds.**^ 

The privatization of the Brunswick State Railways shows 
the most interesting plot. First the Bank fUr Handel und 
Industrie attempted to reserve the business for itself, but 
Bleichroder forced his way into the consortiumi then the 
Oisconto-Besellschaft came up with a rival offer and tried 
to get the business away from the Bank fur Handel und 
Industrie and Bleichrttderi finally the Disconto-Besellsehaft 
joined forces with the Bank fur Handel und Industrie and 
Bleichroder.**" This rapid switch from competition to co*- 

Hirtachaft 1900-1933 (Leipzig, 1934) vol. 2 pp. 499-483. 

261. Stern, Gold and Iron , pp. 164, 425-426. 

262. The sources for this information about the Brunswick 
railway privatization, which I do not have the room to 
discuss in detail, are: Diplomatic correspondence, Friedrich 
von Liebe, Brunswick Minister Resident in Berlin, 20 April 
1S69 to the Ducal Counsellor Christian Zimniermann; Liebe 27 
July 1869 to Zimmermannj Zimmermann 10 May 1869 to Liebe; 
Liebe 24 Hay 1869 to Zimmermann i Liebe 10 June 1869 to 
Zimmermann; Liebe 27 July 1869 to Zimmermann in: 

Ni Gdersachsi sches Staatsarchiv in Wol f enbut tel , Az . 12A Neu, 
Fb. 7a, Nr. 3634; Adolph Hansemann and Adolph Salomonsohn, 
Direction der Disconto-Besellsehaft, Berlin, to Ducal 
Ministry of State, 16 August 1869 in: Nds StA Wolf., Ar . 12A 
Neu, Fb. 7a, Nr. 3669; Contract dated 27 September 1869, Nds 
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opsration ««as almost certainly «ore typical than th« 
untroublBd harmony among ''befriended banks'* which is 
depicted in official company histories. 

4. The Worddeutsehe Bank in Hamburg, 

The Norddeutsche Bank in Hamburg was established in the 
boom year of 1856, and stood up to the Hamburg co mme rcial 
crisis of the following year remarkably well. Among the 
companies it helped found were the Norddeutsche Affinerie 
<1866)i the Vereinlgte Ktinigs- und Laurahtttte (1B71); the 
Celsenklrchener Bergwerks— Acti en-Gesel 1 schaf t (1873); the 
Reihersteig-Schiffswerfte und Haschinenf abr i k CiaSl); the 
Jute-^innerei und Weberei Hamburg-flarburg (1882); the 
Anglo-Continentale (vorm. Ohlendorf f 'sche) Guano-Werke 
(1882); the Hamburger Frmihafen Lagerhaus-Gesellschaf t 
(1888); the Hannonia Stearin-Fabrik (1889); the 
Internationale Oruckluft- und ElectricitAts-Gesellschaft 
(1890); the H. B. Sloman It Co. Salpeterwerke Actien- 
Gesellschaft (1904)$ and the Allgemelne Petroleum-Industrie 
Acti en-6esel 1 schaf t ( 1903) . 

The Norddeutsche Bank and the Di sconto-Gesell schaf t co- 
operated in 1873 in founding the 8elsenkirchaner Bergwarks- 
Actien— GesellBchaf t. Just at this period, however, the two 
banks became estranged. The Norddeutsche Bank co-operated 

StA Wolf., Az. 23 Neu, Fb. 1, Nr. 1343, fol. 39f 

"Braunschwei gi sche Staatsbahnen" in: National -Zei tuna 
(Berlin, Thursday 19 August 1869) Nr. 384, Beiblatt S 
"Berliner Bfirse 19 November'* ins Aktlonar (Sunday 21 
November 1869) vol. 16 No., 830 p. 715 and note. 

263. Max Mirth, Beschichte der Handelskrisen (Fran^urt, '*1890) 
pp. 4OS-406I Henry Mulff , Norddeutsche Bank in Hamburg 1836- 
1906 CBarlin, 19063 pp. 3-9, 22-23. 
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with anothar Barlin correspondent, the Berliner Handel s- 

Gesellschaft, in financing Strousberg's railways, and this 
led to subsequent lawsuits when the Discontc»-Besell&chaf t 
eoved in to pick up the pieces as Strcxisberg gradually lost 
control of his railways in 1870-1871. Strousberg in his 
eeeoirs has detailed the struggle between the Norddeutsche 
Bank and the Di sconto-Gesellschaf t ^or control oi the Halle— 
Sorau-Buben Railway Conpany. No love was lost between the 
two banks either when the Norddeutsche Bank Joined -forces 
with Jacob Landau to set up their own operation in Berlin, 
the Haeburg-Ber liner Bank. The lawsuits, however, were 
eventually settled, the Hamburg-Berliner Bank was swept away 
by the Crash of 1873, and by 1879 the Disconto-Gesellscha-ft 
and the Norddeutsche Bank were reconciled.'** 

In that year the chairean o-f the supervisory board of 
the Norddeutsche Bank, Gustav Godeffroy, wrote a letter to 
Gerson von Bleichrdder which helps clarify the relations 
be twe e n the Norddeutsche Bank and its various allies, which 
are otherwise so difficult to define. Godeffroy had heard 
that Bleichrttder was "furious" ( unoehalten) because the 
Norddeutsche Bank would not cut him in on a new bond issue 
for the city of Haaburg. Godeffroy began by pointing out 
that the consort iue for Hamburg loans consisted of H« A. von 
Rothschild S< Sbhne of Frankfurt, the Disconto-Gesellschaft, 
L. Behrens tc SBhne of Haaburg and the Norddeutsche Bank, and 
that Bieichrader was much closer to the first two houses 

264. Schinckel , Err i nnerunqen . p. 213; Bethel Henry 
Strousberg, Dr. Strousberg und sein Wirken (Berlin, 1876) 
pp. SOS-SOA. 
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than he Mas to the Norddeutsche Bank. Secondly, Bodeffroy 
Mid that his influence as chairman of the adeinietrative 
board was limited; he had only one vote. He could only do 
things with the nanageoient ( Direction) . not against it. 
Thirdly, Oodeffroy entunerated the allies of the Norddeutsehe 
Bank, observing to Bleichroder that it could not just "shove 
aside the old connections Mith Mhich the Norddeutsehe Bank 
has co-operated since its formation, namely Oisconto- 
Besellschaft, Berliner Handel s-Gesellschaft, Mendelssohn, 
Marschauer , and noM and then Jacob Landau." Fourthly, 
Bleichrttder Mas so intieate with the Rothschilds that he 
could not extend full reciprocity to the fkirddeutsche Bank. 
Oodeffroy then added s 



"In the Meantime the Commerz + Disconto Bank here 
in association with Jacob Landau has knocked the 
Norddeutsehe Bank group for six ( aus dem Felde 
oeschlaqen ) • The offer must have been horribly 
low, since the Norddeutsehe Bank's offer Mas such 
that one could only speak of losses, not of 
profits. This excessive competition Mhich every 
day more and more makes its May into every field 
and ruins all business is going to lead to the 
point that henceforth the conclusion of profitable 
bond and conversion deals Mill number among the 
exceptions. 

This letter reflects the declining interest rates of 
the period 1873-1896, Mhich meant government borrowers were 
in an unusually strong position, and could demand more and 
more competitive bids from investment bankers. 

The connection of the Di sconto-Besel 1 schaf t and the 
Norddeutsehe Bank thickened when the two banks joined in 
1887 to found the Brasilianische Bank fOr Oeutschland, and 



265. Gustav Godeffroy, Hamburg, 15 June 1379 to Serson von 
Bleichroder, Bleichrfider Archiv, Box XXXIV, folder 7. 
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together took silent partnerships in H. Albert de Bary of 
AntMerp end Ernesto Tornquist of Buenos Ayres. Together the 
banks underwrote a number of Argentine loans in the boon 
years Mhich preceded the Baring crisis. The Norddeutsche 
Bank invested 1.691 million marks in the tandem banks Bary- 
Tornquist; the Disconto-Gesellschaft 2.187 el 111 on aarks. 
In 1887 the two banks joined in another venture in South 
America, the construction of the Great Venezuela Railway. 
Finally, in 1890 the two banks founded the Internationale 
Druckluft- und Electricitats-Besellschaf t. 

These last three ventures turned out disastrously. The 
Argentine loans fell when the Baring Crisis hit in 1890; the 
Great Venezuela Railway encountered treeendous engineering, 
financial, and political difficulties Ca default which 
followed a revolution in Venezuela was only settled by a 
naval demonstration); and Popp's Internationale Druckluft - 
und Electricitats-Gesellschaf t was a catastrophe. Although 
these ventures were ultimately turned around and 
reorganized, in the early 1890 's the Norddeutsche Bank and 
the Disconto-Gesellschaft were locked into three 
unfortunate financial operations which were draining them of 
cash. 

By 1899 the Norddeutsche Bank wanted to expand beyond 
Hamburg; its fiercest rival, the Commerz- Oisconto-Bank, 
had set up a branch in Berlin. The DiscontoHSesellschaf t 
also began to feel that its policy of no branches was a 
mistake! it was falling further behind the Deutsche Bank, 
which had extremely profitable branches at Bremen, Hamburg, 
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and LcMidon. Hansenann disliked "leaving his house", as he 
callod it| but ha fully trusted tha dlractor of th» 
Norddeutschs Bank, Max von Schinckel. A merger would solve 
many pr obi ens at one blows In addition to allowing the 
Norddeutsche Bank to expand to Berlin, and the Disconto- 
Qessllschaft to the Hanseatic cities, the merger would set 
free reserves which could be used to write off the bad 
loans. Schinckel and the Disconto partner Emil Russell 
worked out the details. The Norddeutsche Bank, which had 
been a public limited company ( Act! en-Gesel 1 schaf t ) since 
its forsation in 1856, was convwted into a 
Kowmandito esell schaf t auf ftktlen, like the Disconto- 
Gesel 1 schaf t, with a )<qmmandi t- share capital of 40 million 
Marks plus 1.2 million marks in capital to be put up by the 
new active partners ( Gescha^ tsi nhaber ) . The active partners 
were Adolph von Hansemann, Emil Russell, Alfred Lent, 
Alexander School ler, and Max von Schinckel, since 
Schinckel 's colleague Ernst Petersen initially declined to 
become an active partner. In the meantime the share price 
of the Norddeutsche Bank had sunk to the 140-150% range, so 
at an agreement on 15 March 1895 Emil Russell and Max von 
Schinckel agreed to set the swap terms at 6000 marks 
Disconto-Gesell schaf t shares for 9000 narks Norddeutsche 
Bank shares, equivalent to a price of 150X for each 
Norddeutsche Bank share. This was on the low side, but it 
would set free so nany reserves at once that the combined 
banks could write off all their loss-making operations. 
Very few people were told of the merger plan: Russell and 

200 

Copyrighted matsrial 



Schinckel mvmn kvpt the matter sc»cret fro* their supervisory 
boards, and announced the plan by sending telegrams to all 
the newspapers. The supervisory board menbers Mare •furious 
about not being told - there are always soee mewbers who 

regard insider trading as their rightful perquisite - but 
the extraordinary general meetings of the two banks, called 
on 16 April 1895, approved the merger. When the Imperial 
Tax Office came asking after the stamp for the merger 
contract, Schinckel smugly told the Tax Office that there 
was no merger contract: the merger had gone through on the 
basis of a handshake. 

To pay for this merger the Disconto-Gesellschaf t raised 
its capital from 73 to IIS million marks. The Norddeutsche 
Bank had itself just raised its capital from 4S to 60 
million marks; in addition, it had reserves of 14*/a million 
marks. The mergcnr thus set free million marks to 

write down assets. The Norddeutsche Bank remained 
nominally independent, continuing to operate under its old 
name: this was necessary to retain the good will and avoid 
offending Hanseatic sensibilities. Paul Mallich has also 
said that the banking m^ket in Hamburg was a very tight 
oligopoly ( a similar situation prevailed in Wilrttemberg) 
and the only way the Berlin banks could break into this 
market was to buy their way in. 

On the whole, the merger s ee ms to have been a success s 
the loss makers were transformed into the "sources of future 
profits", as Adolph von Hansemann said, andthe dividend of 
the Norddeutsche Bank recovered to BX. The Norddeutsche 
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Bank •xpandsd only laodestly aftar its mmrqmr Mith the 
DiBConto-GmMBllschafti by 1914 it had savm daposit-takiriQ 

offices ( Deoosi tenkassen ) in Hamburg and one in Harburg; in 

1904 it absorbed the bank U. S. Warburg in Altona, and 

converted it Into a branch. It also had a silent 

partnership (S^ass3dl££!> -i" Ephraim lieyer tc Sohn in 

Hannover. It retained its noeinal Independence until 

October 1929, when it^ like the Disconto-Gesellschaf t, was 

abanrbad into the Deutsche Bank und Disconto- 

Beseli schaf t . 

r. Internal Qroanigatipn and Wanaaeaent 
oT the Disconto-aesellschaft. 

The interna], organization of the Disconto Oesellschaft 

was divided xn tMo: the Chef -Cabinet and the 
Pir ey-l^i tansbur eau. The Cawf -Ca^ yj nirt f oraulated the general 
policies of the bank; it decided its investaents in various 
coepaniesf and it negotiated the financial transactions Mith 
gover n een t s » eunicipalities, and coepanies. The 
Directionsbureau took care of the current accounts and the 
technical awage a e n t of the aoney and securitiM entrusted 
to the bank. In Wall Street terms, the Chef -Cabinet was the 
front office, mhich decided investeent policy; the 
D i r ec t i on sbur eau was the back office, Mhich managed the 
operations* The Chef -Catei net had various departnents under 
its supervision I the arr angeeent of the underiwiting 
syndicates, the archive, business with the Disconto— 



266. Schinckel, 5r4nnerynqgn. pp. 239-243; Paul Wallich, 
L, pp. 72, 100-101, 107, 118-119; Riesser, 
tsb^ilssi, p. 73S. 
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Gesellscha-rt's branches and dosaly associated Industrial 
enterprises (such as the Dtjrtinunder Union and the lead nine 
at Bleialf), as well as the legal department. The 
Pi r ec t i onsbur eau looked after the current accounts, all 

stock market operationsi safekeeping o-f securities, 
redemptions of bills, coupons and atatured bonds, the audit 
and bookkeeping department, and the personnel department. 
The Chef --Cabinet was aliMiys under the personal direction of 
Adolph von Hansemann. Among the partners of the eighteen- 
seventies, Johannes Mi quel, Emil Russell, and the Behei me 
Baurat Alfred Lent ««orked in the Chef HIabinet, Mhilst Emil 
Hecker, Adolph Salomonsohn (who started as the house lawyer, 
but later switched to commercial problems) and subsequently 
Alexander Schoeller worked on the day-to-day business. The 
partner Emil Heckar represented the Disconto-Gesellschaf t on 
the stock exchange; as the business expanded in size, some 
of the Procurists were named as floor brokers. 

Every day after the bourse had closed the partners met 
in Hansemann's office around two in the afternoon. After 
the late eigh teen-eighties they were Joined by Director Curt 
Erich, Hansemann's right-hand man, and by the Disconto- 
Gesellschaf t floor brokers. ' After the partners had reported 
on the state of the stock exchange, they discussed the 
general economic situation and determined the disposition of 
the bank's investments.^*^ 

The partner Beorg Solmssen has left a record of the 
management methods of the Disconto-Gesellschaf t. He writes 

267. Hiinch, Adolph von Hansemann . pp. 71-72. 
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that th« oMfiagMMwit of the DiBcanto-eaMllschaft Mas basad 

upon two principles: collegiality and that everything must 
ba in Mriting. Tha original of all Incoaing correapondenca, 
and a copy of all outgoing correspondence circulated amongst 
a defined group of reaponaible persons. Every business 
transaction, even if it arose from an oral conversation, «mis 
MTitten doMnv circulated, and filed away. Whether or not 
the partners had seen the docunent was detereined by notes 
Made on the document. Hansenann considered this 
particularly ieportant, and tiould have laughed at anyone Mho 
maintained that Hansemann must be too busy to put everything 
in writing. One night think this would sake tha Disconto- 
8esellschaft a bureaucratic aonolith, but Solassen aaintaina 
that the opposite was in fact truei the solid foundation of 
thorough docuaentat i on and collegial backing gave the 
Oisconto-Gesellschaf t the canfid«ice to take risks. Another 
interesting eanageeent technique nade use of by the 
Disconto— Besellschaf t was the Ij>e^ernatsvs1;.eai . Instead of 
using young trainees as sere secretaries! they were each 
delegated an area of expertise on which they were to report 
back to the partners t Mho researched the natter as well. 
The Degernatsvsten was a fruitful way to generate new ideas 
and suggestions and prevent the bank fron degenerating into 
a systen of nerely reporting orders fron the top down. 
Solessen regards the collegial principle as especially 
inportant for a bank which, as the trustee of other people's 
money, has serious fiduciary obligations. A sole proprietor 
often regards hinself and the interests of his firn as 
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identical , and Mhen h» runs a bank h« runs the risk of 
treating the monies entrusted to hin as though they Mere his 
OHn. Furthernore« strict principles are iaportant to 
Maintain mutual respect between employers and employees. 

The employees must know that management follows the sane 
strict rules about recording transactions, bookkeeping, and 
security regulations as they do. Each employee must have 
the right of free access at any time to the management. 
Finally, the aristocratic right to manage must come from a 
rule of the best; management must conduct their private 
lives according to the principles of the institution they 
serve. Although Hansemann lived in the grand manner to 
impress clients, he Mould have been ashamed if his budget 
did not balance to the last penny.*** 

Solmssen's account is clearly an ideal, although many 
contemporary companies could learn much from his manag eme nt 
principles. We have no way of knowing the extent to which 
the DiscontoH3esellschaft lived up to this Ideal. It is 
hard to credit Solmssen when he says that the Disconto- 
Gesellschaft Mas able to avoid the dangers of bureaucracy; 
in fact, the elaborate and bureaucratic system of putting 
evm^ything in Mriting helps explain certain rigidities in 
the DiscontoHSesellschaft 's policies. Judging by results, 
especially after 1873, the Disconto-Gesel Ischaf t does not 
appear especially Mell-managmd. On the other hand, the 
Disconto-Cesellschaf t partners did engineer a "reverse 



268. Solmssen, Beitrage zur Politik und Wirtschaft . vol. 1, 
pp. XVIII-XXl. 
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taksovsr" o-f thm D«ut&che Bank a-ftar tho 1929 Mergsr (as I 

•entianed above) , which presuoiably r»f lacts mupmrxor 

laanagaoient ski lis. The Oi Bconto-tesell schaf t was about as 

MBll organizad as a larga Gar man univaraal bank could bo| 

Its defects reflect the fault of the type, not necessarily 

the faults of the Oisconto-Gesellschaf t. Qther banks, such 

as the Berliner Handel s-6esellschaft or the private banks, 

being smaller and hence less dependent on outside capital, 

enjoyed a greater independence froe outside investors and 

could be more informal and entrepreneurial; which I think is 

reflected in their greater success. 

the essential point about the Disconto-Gesellschaft 's 

•anagenent is that it was a one nan show. Adolph von 

Hansemann ruled the bank in a style which is described as 

"autocratic" and "dictatorial". In spite of a otanner which 

« 

was often brusque, Hansemann was able to attract and retain 

talented colleagues. Hansemann ' s name was so associated 
with the Disconto-Gesellschaft that after his death in 1903 
August Thyssen could plausibly write to Carl KlUhne that the 
Disconto-Besellschaf t now had no choice but to merge with 
the Deutsche Bankt which was in fact what happened, albeit 
26 years later. (It is not likely, however, that Thyssen s 
flotive in urging a Deutsche Bank^Disconto nerger was a 
concern for the well-being of the Disconto-Gesellschaft; 
Thyssen probably hoped that after such a eerger the Deutsche 
Bank would clean out some of the Disconto-Gesellschaft 's 
heavy industrial deadwood, such as the Dortmunder Union, 
which would allow Thyssen to get his hands on those 
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industrial assets - plus some valuable assets, such as the 
Gelsenkirchener Bergwerks-Actlen-Gesellschaf t. > Adolph von 
Hansemann Mas a particularly stubborn autc»crat. He often 
clung to loss-making enterprises long after a more prudent 
financier would have sold and cut his losses. The financial 
journalist and later editor of the Vossisehe Zeituno . Q eo r g 
Bernhardt claims that it Mas Hansemann's stubbornness that 
stuck the Di sconto-Gesel 1 schaf t Mith the Great Venezuela 
RailMay, almost bringing the bank down in the process. 
Hansemann's stubbc^nness is perhaps best exemplified by the 
story of the Korean gold mines in the 1890 *s. English gold- 
seekers were rumoured to have struck gold in Korea, but to 
avoid paying the government the royalty they had kept it 
quiet by bribing the local inhabitants. Hansemann sent out 
a mining engineer from Magdeburg, Mho at first found 
nothing. Suddenly the news arrived that he had struck geld 
in several places. No sooner had Hansemann and his partners 
in the deal had time to celebrate than the news arrived that 
it was all a fraud; the Koreans, hoping the Germans would 
bribe them as the English had done, had "salted" the ground 
with gold nuggets, and the Magd^urg mining expert had 
resigned in disgrace. Max von Schinckel, who had invested 
in the Korean mines, asked a mutual friend what Hansemann 
thought about the fraud. The friend replied: "Hansemann 
still does not believe it!" Hansemann's stubbornness goes 
some way to explain why the Di sconto-Gesell schaf t would 
stick it out Mith loBing« open-ended commitments like the 
Dortmunder Union instead of cutting losses once the 



situation was hopeless.'*'^ 

Thore is one nore aspect of the Di sconto-Besel 1 schaf t 
which I would like to discuss. This i& the character of its 
supervisory board. The Disconto-Oesellscha'ft 's supervisory 
board was very different in its composition froe those of 
the Berliner Handel s-Gesellschaft, on which local Berlin 
bankers predoeinated, and the Deutsche Bank, which had 
bankers fron the entire nation: from Crefeld in the 
Rhineland to Stettin on the Baltic their tentacles covered 
all Germany. This reflected the national and international 
role intended for the Deutsche Bank when it was founded on 
22 March 1870s to be the banker's bank for foreign 
transactionSf representing the Gerean banking world in 
international financial markets. The Berliner Handels- 
Gesellschaf t 's supervisory board reflected its origin as a 
universal bank founded by local Berlin private bankws. The 
Di sconto-Gesel 1 schaf t ' s supervisory board shared the 
parochial character of the Berliner Handel s-Sesell schaf t, 
but private bankers (of the type important enough to be 
me mb ers of the Bank des Berliner Kassen-Vereins) were rarely 
members! instead the Discento-Gesellschaft 's board consisted 
of merchants, some textile manufacturers, and Prussian civil 
servants. To give some ex amplest Meyer Samuel Baswitz ( a 

269. HQnch, fldoloh Hansemann . pp. 72-73; Georg Bernhard, 

heister und Dilettantem am Kapita lismu s im Reiche der 
Hohenzollern (Amsterdam, 1936) pp. 219-220; Fritz 
Seidenzahl, Hupdprt Jahre Deutsche Bank. 1870-1970 
(Frankfurt /Main, 1970) p. 186; Schinckel, Erinnerunoen pp. 
253-254. 

270. Seidenzahl, Deutsche Bank, pp. 8-24. 
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mmabmr of the supsrvlsory board from 18S1 until his death in 
1870) is listed in the Berlin 1857 city directory as having 
a Marehouee <|.agsar> *or Silesian and Berlin woollen goodmi 
by 1879 he Has a stock broker, an alderean ( Kl tester ) of 
the Korporation dar Kau^eannschaf t (the Berlin equivalent of 
a Chaeber of CoiMerce) and chairean of the Berlin JoMish 
burial society. C.F. Berg was a partner of the fire J. 
Ravenift Stihne <c Co. of Berlin, iron traders « Mho were related 
to Adolph von Hansemann through the Kusserow sisters. Other 
eenbfiws of the supervisory board are sieilarly obscurei 
Julius Kauffmann (apparently no relation to the Jewish 
textile fanily) »»as a partner in the firm Laepe, Kauffeann <t 
Co. , phareacists and dealers in dyes. Eduard Laiqpsan was a 
Soedi t€Hir ■ a partner in the transport and conveyance 
enterprise Lajnpson It Opdenhoff . I have already mentioned 
the Jewish textile industrialist ^k>^itz Reichenhein.^'^*- 

One very obscure nenber of the Disconto-Besellschaf t 
supervisory board, Walther Bauendahl , is worth a little more 
attention because he seees to have been the go-betw e e n who 
arranged for the National Liberal politician, Johannes 
liic|uel, to become a partner of the Disconto-Gesellschaf t in 
1869. I believe this was the case because it was through 



271. flllaenielner Wohnunos-ftnzeioer nebst Adress- und 

Gescha-f tshandbuch fur Berlin, dessen Umqebunq untJ 

Char I ott enburg a\xf das Jahr 1857. amtlichen Quellen 

zusammenqetraqen (Berlin, 18S7) pp. 18, 205, 244-24S; 

Ad ress-Ka lender fur die Koniqlich Haupt- und Residenzstadte 

Berlin und Potsdam au-f das Jahr 1870 (Berlin, T 18703) vol. 

lt»6 p. 480; Die Korporation der Kauf mannschaf t von Berlin. 

Festschrift zue hundert lahrioen Jubiiaue (Berlin, C 19203) 

p. 659; Pi scontD-Fe^-t;f i f;fif ^f t p. 269} Hunch, Adoleh von 

Hansemann ■ p. 378. 
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B«M«nd«hl that Miqu»l arranged Mith Adolph von Han«— ann to 
quit as a partner in the suniiBr of 1873, at a tiae when 

Hiquel was under attack for ccanflicts of interesti Bauendahl 
Mas the Disconto supervisory board nsMber to ««hon Mi quel was 
closest. The name Bauendahl Is extremely rare: the only 
occurrences I have net with are in Westphalia, where the 
logical alternative Rauendahl Cnow a district of the town of 
Hattingen) is also encountered. Bauendahl may have begun 
his career in Westphalian heavy industry, and this may be 
reflected in some of his supervisory board positions. In 
thm Berlin directory for 18S7, however, h» is listed as 
having a Kol um ai waarenh^ndl ung ; an i mport-«xport house with 
an eophasis on tropical (i.e., colonial) products. 
Bauendahl sat on the supervisory board of the Disconto- 
Gesellschaft from 1862 until 1877, and on the board of the 
Provinzial-Disconto-Gessllscha'ft froe its establ i shaent in 
1872. He subscribed for 20,000 thalers worth of the initial 

issue of shares of the Dortnunder Union, and sat on the 
Union's administrative board. He also sat on the 
administrative boards of the Gelsenkirchener Bergwerks- 
Actien-Oesallschaf t and the Mengeder Bergwerks-Actien- 

Sesel 1 Bchaf t . He was also on the adnini strati ve board of 
the Deutsche Feuer-Versicherungs'-Actien-Besellschaf t in 
Berlin, and, according to Otto Glagau, the supervisory board 
of the Stjirkezuckerfabrik, vormals Carl August Kdhlmann in 
Frankfurt an der Oder. Glagau says that this company was 
founded in Noveaber 1871 but held up after the Crash better 
than most new companies of this period. Bauendahl was an 
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alderman of the Berlin Korporation der Kauf nannschaft, to 

whoin he left a legacy in his will. Bauendahl appears to have 

been a -fairly well '-to-do private investor; thus during the 

reorganization of the Roumanian Rail Nay Company we find hie 

signing for 3000 nominal thalers worth of the 8X preference 

shares, at a price of 2,219.132 thalers. This was as much 

as Sal. Oppenhaim Jr. -i- Cie. signed for, and half as Much as 

Bleichroder signed for. 

When Mi quel finally resigned his post as chairman of 

the supervisory board of the Disconto-6esellschaft , he also 

lest his flat xn the bank. Since Mi quel decided not to run 

again for the Reichstag, his visits to Berlin became more 

infrequent, but whenever he did come to Berlin he stayed in 

Bauendahl 's flat in the Markgraf enstrasse. Mi quel was a 

thoroughly political animal, enlisting all his business 

contacts in his political manoeuvres, and Bauendahl was no 

exception. He wrote to his fellow National Liberal 

Friedrich Hammacher about Bauendahl, probably in 1BB6. 

Hammacher seems to have been a mutual friendi he may have 

known Bauendahl from the Ruhr. Mi quel wrote: 

"Yesterday I sent you in haste some names 
Bauendahl took down for the National Liberal 
party. He was unfortunately sick when I left him, 
and thus could only take down a few names." 

Bauendahl resigned his supervisory board posts in 1877, 

probably due to ill health; he seems to have dicKl shortly 
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after I1ic|uel Mrote those lines in 1886. 

The other inportant group on the supervisory board of 
the DiBcanto~Besellschaft Mas Prussian civil servants* plus 
the occasional lawyer or politician. There were legal 
•xpmrtSf like August Theodor Beppert I (1891-1863). There 
«iaB the occasional politiciant Johamies Hi quel (on the board 
from 1873 until 1876), On Wilhelm Lttwe-Calbe (1879-1886); 
even a later leader of the National Liberal Party, Ernst 
Bassernann, eat on the board of a Disconto~6es»ellschaf t 
affiliate, the SQddeutsche Disconto-eesellschaft, 
although in that case the connection arose from his marriage 
to a Ladenbitf-g, because the SQddeutsche Disconto- 
Gesellschaft was created in 1905 out of the Mannheim banking 
house U.H. Ladenburg ti Sfihne. But these few* lamyers and 



272. Walther Bauendahl , Berlin, 21 August 1873 to Hi quel in 
Berlin, Mi quel Nachlass; "1 shall stay at SO 
Harkorafenstrasse**s Hi quel, Frankfurt, 11 March £18843 to 

Marquardscn; "I shall stay again with Bauendahl , 
Markgraf snstrasBB 50"s liiquel CFrankfurt end of February 
18863 to Harquardsen, ZStA Potsdam, Nachlass Narquardsen, 
Az. 90 Ma 1, Nr. 15, fol. 231, 246; Mi quel , Berlin, Tuesday 
C 188671 to Friedrich Hammacher , ZStA Potsdam, Nachlass 
Friedrich Hammacher, Az. 90 Ha 5 Nr. 31, fol. 19; 
Undernriting syndicate for 8X Roumanian Rail nay preference 
shares, Bleichrflder Archive, Box IX, folder 1; Dortmunder 
Unions Grundungsprotokoll of the Union, Actien-Geaellschaf t 
f<ir Bergbau, Eisen- und Stahl -Industrie zu Dortmund dated 
Berlin, 2 February 1872, Nr. 48 des Notari ats-Register pro 
1972, Werksarchiv, Hoesch AG, Az . DHHU 1370; GBAG: 
Gelsenkirchener Berowerks-Aktien-Gesellschaf t 1875-1915 
(DQsseldorf , C 19133), Anlage 5; Hengedei Die 
Stei nkohl enberqwer der Vereiniqte Stahlwerke A.-G. D^ f| 
Schachtanlaoe Adolf von Hansei^^nn in Dortmund-Menqede 
(Essen, 1933) pp. 11— 12? fire insurance: Berlin Adress- 
Kalender 1868. 1869 (Berlin, 1868-1869) vol. 154 pp. 434, 
469, vol. 155 pp. 459, 493; Otto Glagau, Per Borsen- und 
Br undunos-Schwindel in Deutschland ( Zweiter Theil von "Per 
Bfirsen- und SrOndunos-Schwindel in Bprlln* .) (LeipziOt 1877) 
p. 195; Berlin KprpDration der Kauf lannschaf t . pp. 418, 660| 
Pi sconto-Festschr i f t p. 270« 

212 



Copyrighted matBrial 



politicians Mere cli«ar-f«d by the nuaerous bureaucrats, 

especially the Beheime Ober-Finanzrathe . who provided a 
useful conduit to the Prussian Finance Hlnistry, the Bank of 
Prussiag and the Seehandlungx men such as Geheimer Ober- 
Finanzrath Frisdrich Milhelm Alexander von Scheele, Beheimer 
Ober~Finanzrath Friedrich Milckens, Beheimer Ober- 
Finanzrath Scheller, Wirklichgr Geheimer Rath Leopold von 
Schuhmanny Mirklicher Beheimer Rath Otto Wehrmann, and 
Appel 1 at i onsger i chts-Vi zepr asi dent; a. D. Dr. Ludwig von 
RBnne.*^ Of these. Otto Hehrnann rose to be the highest 
ranking Prussian civil servant. W^rnann's connection with 
the Disconto-Oesellschaf t went back to 1848, when a young 
Mehrmann had been very impressed by the vigfxir of David 
Hansemann in establishing a new Prussian Ministry of Trade; 
after that he was one of David Hansemann *b closest friends. 
Wehrmann played a crucial role in the negotiations with the 
Prussian government which led to the formation of the 
Preussische Central -Bodencredit-Actien-Gesellscha-ft. He was 
the banker's vital ally in the enemy camp."^^ Friedrich 
Milhelffl Alexander von Scheele, in addition to his position 
as a civil servant, was a member of the directorate of the 
Berlin-Anhalt Railway Company. In 1873 Scheele was made the 

273- Pi sconto-Festschr i ft . pp. 2i>9-272; Rudolf Haas, Die 
Entwicklung des Bankwesens im deutschen Oberrheino^iet. 
Zur lQO« Wi eder kehr dgs Gr (indunqstaqs der Rhelnische 
Pf^^Hitbair^k hannhein^ am 15 Juni 1970 (Mannheim, C1770J) p. 

lis. 

274. CLeo Wehrmann3, Aus dem Leben des Wirklichen Seheiwen 
Rats Otto Wehrmann. Ersten vortraqenden Rats im 
Staatsministerium. Blatter der Erinnerunq an das Werden des 
Deutschen Reiches (Stuttgart and Berlin, 1910). 
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first President of the Imperial Railway Office 
(Reich sei senbahnaint ) ^ but a bitter controversy surrounding 
an increase in freight tariffs by 20'/. eventually led Scheele 
to resign and resume his post as chairman of the supervisory 
board of the Di scon to-Gesel Ischaft. 

Hermann Hunch and Joseph Hansen say in their 
biographies of Adolph von Hansemann and Gustav tievissen that 
bankers liked to hire civil servants because of their 
correctness and sense of legality.*"'* This is no doubt 
true, but it is not the whole story. At a time when few 
large organizations existed, civil servants were some of the 
few men who had experience at managing a large operation. 
In addition to this, although most of the railways in 
Prussia were privately owned, a number were government 
operated (such as the Berg-Mark Railway) or had bureaucrats 
appointed to their managing directorate (such as the Berlin- 
Anhalt Railway). This meant that many bureaucrats had a 
greater experience of the business world than one might 
otherwise suspect. In the case of the Disconto- 
Gesel 1 schaf t , David Hansemann had originally intended for 
the bank to be a government sponsored institution, and the 
bank still retained some of this atmosphere by having old 
civil servant friends of David Hansemann (like Wehrmann) on 
the supervisory board. Finally, there is no doubt that one 

275. Rudolf Morsey, Die oberste Rei chsverwal tunq unter 
Bismarck 1B67-1890 (Munst er /Westphal i a , 1957) pp. 143-146 
(= Neue Miinstersche Beitraqe zur Geschichtsf orschuno . vol. 
3) . 

276. Hansen, Mevi ssen . vol. 1, p. 776; Munch, Adolph von 
Hansemann . p. 63. 

214 



reason for having Mn like ScheelB and Wahr«ann on the 
supervisory board Mas because they Mere very useful allies 

to have in places like the Prussian Finance Ministry and 
the Ministry of Trade, Mhere the vital decisions concerning 
business were made. Wehrmann and Scheele, not politicians 
like Mi quel and L5«ie-Calbe (as is erroneously asserted by 
Helmut B6h«ei and even by more careful scholars like Karl- 
Erich Born) Mere the Oisconto-Gesellschaf t 's vital 
contacts* 

David Hansenann also had an informal group of friends 
Mho could often be Just as Inportant contacts as een Mho sat 
on the supervisory board. Prominent among these was Julius 
Scheidteann, Mho had begun in 1848 attacking the Prussian 
governnent under the pseudonym of Peter Minus and ended as a 
high official in the Seehandlung. David Hansenann, Julius 
Scheidtnann, and Otto Wehroiann and their daughters Mould go 
horseback riding together, then go bowling, and concluded 
this pleasant Sunday excursion Mith a visit to the Bouffes 

parisiens at Kroll's opera house. Gustav Freytag also names 
Scheidtotann and Mehraann as a distinct circle of friends 
around David Hansenann and Carl Mathy."^ These civil 
servants - and not politicians like Miguel - Mere the 
import wit allies of the Disconto-Gesellschaft in government 
circles. Their obscurity has led them to be unjustly 
neglected. 

277. Helmut BShme, Deutsehlands Meo zur Brossmacht (Cologne, 
1966) pp. 315-316$ Born, Beld und Banken . p. 196. 

278. Munch, Hansentann ^ p. 382; Gustav Freytag, Karl Mathv . 
Seachichte seines Lebens (Leipzig, 1870) pp. 376-377. 
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Much space in the literature about the Discianto- 
6«Bell6chaft is taken up with th« allsgations, first nada by 
anti-Semitic cnuckrakers of the 1870 s like Otto Slagau, 
Rudolph Hermann Meyer, Heinrich-Joachin Oehlsen, and their 
epigoni like Hermann AhlMardt and Rudolf Plack-Podg6rski , 
that Johannes Mi quel, one of the most powerful leaders of 
the National Liberal Party, used his political influence 
Mhen he was a partner in the Disconto-Gesellschaf t to 
advance the bank's own interests. I do not have the space 
to go into these charges in detail, but after examining what 
evidence is available I must adopt the opinion of Eduard 
Lasker that the one proposal advocated by Miguel where he 
clearly seems to be acting in the interest of the Disconto- 
Gesellschaf t is his attempt to prevent premium (lottery) 
loans being declared illegal. The Disconto-Gesellschaf t 
wished to have premium loans declared legal, so that the 
Preussische Central— Bodencredit-Actien-6esellBchaft could 
issue premium Pf andbrief e - like its French model the Credit 
Fancier. Characteristically, Mi quel did not succeed in 
preventing the Reichstag outlawing premiuin loans. The 
other allegations fall down because very few matters in 
which the Di sconto-Gesel 1 schaf t was interested were decided 
in the Reichstag or in the Prussian dietj they were decided 
by ministers and civil servants. 



279. Julius Heyderhoff and Paul Wentzcke, Deutscher 
Liberal ismus im Zeitalter Bismarckst Eine Dolitische 
Brie^sa.TifTiunq (Bonn and Leipzig, 1926) vol. 2* p. 1S9| the 
debate about premium loans may be followed in the 
Stenoaraphi ^he Ber i chte. 
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6. COTClWlmi 
The Dlsconto~6esellschaft Mas the creation of a Man 
whom I must describe as a genius: David Hansemann. Every 
stage of the bank's developaent under Hanseeann's leadership 

was narked by outstanding innovations: the 
KoflMiianditoesellschaft auf Aktien . Parti al obi i oati onen . the 
introduction of mortgage banking to Prussia. Not only was 
David Hansemann a skillful financial innovator, he was a 
•aster strategist, as Mitnessed by his incredible campaign 
of 18S9 and his Icxig wars against his rival bankers until 
they accepted hie as their ec|ual. After David Hanseeann's 
death in 1864, the control of the bank passed to the less 
inspired hands of Adolph Hanseeann. He cannot be described 
as a success, and under him the Oi sconto-Gesel Ischaf t 
steadily lost ground to its younger rivals, the Deutsche 
Bank and the Dresdner Bank. Significantly, it was in the 
terrible year of 1876, when the Di sconto-Gesel Ischaft was 
paying the penalty for its misdeeds of the BrOnder iahre . 
that the Deutsche Bank's turnover passed that of the 
Di sconto-Gesel Ischaft. Locked into unfortunate investiiamts 
like the Dortraunder Union and the tiengeder Bergwerks-Actien- 
Gesellschaf t, partly because of Adolph von Hanseeann's 
stubbornness, the Di scon to-8esel Ischaft fell further behind. 
By the period 1923-1929, the Di sconto-Gesel 1 schaft had 
fallen to fourth place after the DarestAdter-Nati anal bank, 
the Deutsche Bank, and the Dresdner Bank. There is, however, 
an interesting reeark eade by Dr. h. c. Hereann Josef Abs 
which places this decline in a different context. Abs said 



in a lecture deixverea in 1977 that one of the reasons for 
tne ijeutBcne Bank's merger witn the Di sconto-Gesel 1 schaf t in 
GctoDer 1929 was oecause tne Di sconto-Gesel 1 schaf t had been 
more cautxous in acquiring new ousiness auring the nineteen— 
twenties and thus nad stronger reserves than the Deutsche 
BanK did-^**** if tne merger had not gone through, it is 
possiole Me would draw a very different conclusion about the 
rexaxive strengtns of the oig German oanks, with the laggard 
Di sconto-iaesell schaf t surviving the 1931 crisis best because 
of its reserves. Tne "reverse takeover" by the Disconto- 
6esel i, schaf t partners of the Deutsche Bank after 1929 does 
indicate that the Di sconto-Gesel i acnaf t , in spite of its 
apparent aeciine, narooured great managefnent talents; in 
factf one Di sconto-Gesel 1 scnaf t partner, FrAnz Urbig, hired 
a young man of promise for the new merged company: Hermann 
Josef Abs. FCemarkaDly, the other great banker of the 
Bundesrepubi 1 K , Dr. h.c. Rooert Pferdmenges, worked at the 
Di sconto—oesel 1 scnaf t. affiliate Scnaaf f hausen until the 
merger of i929. 

wnether tne i>i sconto-Gesel 1 schaf t did or did not 
decline during the Weimar Republic is a question which I 



260. Seioenzanl, Deutsche Bank , pp. 312-324; Manfred Pohl , 
"Der Zusammenschl ass aer Deutschen Bank und der Disccnto- 
Gesellscha+t im Qktober 1929" in: Beitraoe zu ;«iirtschaf ts- 
und wanrunqsf raoen und zur Bankoeschichte (Frankfurt/Main, 
January 1960) Nr. 16; Dr. n.c. Hermann Josef Abs, 
"Konzentrati onsDestrebungen im deutschen Bankwesen" in: Di e 
ivonzentrati on in der deutschen 'Wirtschaft Sei t dem 19. 
Janmunder t . Keferate und jl>i skussi onsbei tr age der 2. 
of f entl icnen Vor tr aosver anstal tunq der Gesellschaft fur 
Unternehmensqeschi chte e.V. atri 23 Jani 1977 in Koln 
vUJiesOaden , 1978) p. 46 (= Zeitschrift fur 
unter nenmensgescnichte . Beiheft 11). 
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cannot fully ansMsr, bacausa so many diffaront factors could 
aaka or braak a bank during those yearss a hesitation of a 
fan* aonths befora buying dollars during the inflation « high 
taxation, truculent trade unions, pension costs. There can 
be no question, however, that the Disconto-Qesellschaf t did 
decline relative to the Deutsche Bank and the Dresdner Bank 
after 1873; and even in relation to the Berliner Handels- 
Besellschaft after 1883. Jhm flaws of Adolph von Hansenann 
and the very bureaucratic style of aanageeent all 
contributed, in ny opinion, to this decline. Like Gerinany 
itself, the Oisconto-Besellschaft Mas the creation of one 
genius, upon whom everything depended; and after the genius 
passed fron the scene, the bank declined under his epigoni. 



2iy 
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Ill- Investments in Iron and Steel. First Parti 
the Union. Actien-Gesellschaf t -fur Berabau- 
Elsen- and Stahl -Industrie zu DortiBund. 

The Uhion, Actien-Gesellscha-Ft fOr Bergbau* Eieen- und 

Stahl -Industrie zu Dortmund - or the Oortmunder Union, as it 

was known -for short - was the largsst industrial vsnturs of 

the Di sconto-Besel 1 schaf t during the Gr Cinder J ahre . It was 

also the most disastrous. Founded in 1872, it was -forMd 

out of three firnss the Henri chshOtte of Uelper (now part 

of Hattingen) , the Berg- und Hutten-Actien-Verein 

Neuschottland of Steele (ncaw part of Essen), and Dr. Bsthsl 

Henry Strousberg's Dortmunder Hiitte. Krupp chose three 

rings as his trademark, to symbolize his seamless steel 

railway tyres; the Union chose three *'U"s in a circle to 

symbolize the unification of three separate works. The 

trademark outlasted this unification, since it was adopted 

by Stinnes' Oeutsch'— Luxemburg! sche Bergwerks- und HCitten- 

Gesell schaf t, by the Vereinigte Stahl werke, and by the 

Oortoiund-Hoerder HUttenuni on. The trademark was more 
successful than the firm it represented. 

The Henri chshQtte owed its establishment, and its 
peculiar spelling of the name "Heinrich", to Count Henri eh 
zu Stolberg-Mernigerode. The counts of Stolberg-Mernigerode 
possessed numerous mines and smelters for silver, capper, 
and iron in the Harz mountains. But by the ^d of the 
1840's their chief reserves in the Harz were giving out. So 
they decided to look elsewhere for new mining 
opportunities, and ended by acquiring iron ore and coal 
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claims arcHind Hattingen, on th« southarn shora of the river 
Ruhr. At first it seeomd that Ruhr Mas doubly blessed with 
coal and iron ore, in particular blackband, an ore Mhich 
contains both Minerals. These iron ore deposits, hoMever, 
did not outlast the i860's, and the ironworks which had come 
for the iron ore stayed for the coal. 

Count Henri ch died in 18S4, and the guardians of the 
young Count Otto Mere at first Milling to cmtinue the 
project; but costs soared. By the spring of 1856 no less 
than 1.2 nillion thalers Mas tied up in the plant, and the 
guardians worried about so nuch aeney being tied up in one 
venture. In the late spring of 18S6 they entered 
negotiations with David Hanseaann, and on 28 February 1837 
a contract was signed, effective the following day: the 
Di scant o-Gesellschaft bought the Henri chshQtte for 2 
million thalers.^ 

Unfortunately, the profits from the ironworks by no 
means lived up to the bank's expectations. The net profits 
ware I 

Net profits from the Henri chshQtte, 1857-1862 
Cin thalers) 

1857 89,235 1B60 50,326 

185S 76,484 1861 43,853 

1859 14,104 1862 18,119 

S O URC E ; Dlbritz, Di sconta-Gesel I schaf t » p. 104. 

The average was 48,687 thalers, or a return of 1.09% on 

the Henri ChshQtte 's capital of 2,327,718 thalersf in the 

best year, 1857, the return was still only 3.83%, in the 

1. Ein Jahrhundert Henri chshQtte. Hattinoen 1854-1954 pp. 
21-34. 
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worst year, 1859, 0.6%. The Di&conto-6«Mllschaf t let this 
abscess continue to bleed for so long because it expected 

everything to change for the better once it had installed 
new blast furnaces, rolling and puddling works. Yet this 
did not happen: 1862 was almost as bad as the crisis year of 
18S9. The Henri chshutte, in the words o-f Walther Dabritz, 
had become the -first sickly child C Schmerzenskind) of the 

m 

Disconto-6esellschaf t.' 

For David Hansemann, the problems of the Henri chshOtte 
roust have been especially irritating in contrast to the 
situatimi of the Phoenix, Actien-Gesellschaf t fur Bergbau 
und HOttenbetrieb. The Phoenix, the largest iron 
manufacturer in Germany in the eighteen fifties, over- 
expanded during the boom and was on the verge of collapse by 
the end of the decade. David Hansemann intervened, carried 
out a very severe and very successful reorganization, and 
set the company back on the road to health with his measures 
of 1859-1860. The Phoenix began to prosper again almost 
immediately: in 1860/1861 it paid a dividend of 6% on the 
class "A", in 1861/1862 77., in 1862/1863 7V2%. The company 
experienced a "V curves one moment it was hurtling towards 
the abyss, the next moment rising back to prosperity.* Now 
David Hansemann was experiencing troubles with an ironworks 

2. Malt her Dabritz, Brunduno und Anftoae der Disconto- 

Gesellschaft. Berlin. Ein Beitraq zur Bank und 

Wirtschaf tsoeschichte in den Jahren 185Q pis 1875 (Munich 

and Leipzig, 1931) pp. 104-109. 

3. Oskar Stillich, Eisen- und Stahl -Industrie (Berlin, 1904) 
pp. 146-149 (a^ National ttkonomische Forschunoen auf dem 
Beblete der Qrossindustrlellen Unternehmuno - vol. 1). 
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Mholly OMned by his vary own bank; an ironworks. Moreover, 
in Mhlch nearly a quarter of the capital of his bank Mas 
locked up. He thereupon embarked upon the second part of 
his great triptych of reorganizations of the eighteen- 
sixties: the first had been the Phoenix, the third would be 
the colliery "Vereinigte Prasident*. 

David Hansemann acknowledged that the Henri chshQtte was 
a "fetter for the future" of the Disconto-Sesellschaf t. He 
therefcwe decided that the Disconto-Besellschaft would 
convert the 2,327,718 thalers in its balance sheet from an 
equity investeent into an interest-bearing loan. Under an 
agreement of 7 December 1863 agreed between the Oisconto— 
Gesellschaft and David and Adolph Hanseaiann, the 
Henri chshiltte was to repay this with forty-four semi-annual 
payments of 54,545 thalers beginning the 30 June 1B64; until 
this was fully paid off, the total amount was to be secured 
by a mortgage on the Henri chshiitte. The Disconto- 
Gesellschaft calculated that it had invested 1.3 million 
thalers in the Henri chshutte and the ironworks would require 
some 450,000 thalers in working capital. So it re- 
capitalized the Henri chshiltte as a Kommandi toesel 1 schaf t 
with a capital of 1.75 million thalers. Of this, the 
Disconto-Gesell schaf t took i.^ million thalersi the active 
partners of the Di sconto-Gesel 1 schaf t , David and Adolph 
Hansemann, immediately took 230,000 thalers, and from the 
end of 1864 they promised to accept Henri chshQtte shares 
valued at par in lieu of half of their profits as partners 
until their investment in the HenrichshQtte rose to 730,000 
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thalers. Even Otto Lindenbarg, who lo&es alaost no chAnc» te 
criticiz* th« HanseAanns and the Oi scant o-6»Mllschaft, has 
described this as a very noble act o-f self-sacrifice on the 
part of the Hanseeanns. David Hansenann felt that he Mas to 
blame for the mistake of investing in the Henr ichshutte; and 
he volunteered -for a cut in his pay packet. He displayed a 
very high standard of coewercial Morality.^ 

By 1869, the Henrichshutte was prospering so well that 
the Oisconto-Gesellschaf t decided to convert it into a 
public limited company ( Actien-Ggsellschaf t ) . The statute 
of the new coapany was drawn up by the bank's Pr ocuristen on 
20 March 1869 and the concession granted by the Prussian 
government on 12 April 1869. The share capital was 2^/s 
million thalers. The administrative board ccmsisted of the 
merchant Walther Bauendahlj Meyer Samuel Baswitz, here 
described as a rentier; Adolph Hansemann; the merchant 
Julius Kauf-fmann; and Friedrich Wilhelm Alexander von 
Scheele. A further three members were to be co-opted; the 
only name I know of is that of Johannes Mi quel, who Joined 
the administrative board of the Henrichshutte after he 
became a partner of the Oisconto-Gesellschaf t on 29 November 
1869. The directorate ( Direction ) was made up of three men: 
the merchant Franz Joseph Landvogt; the retired court 
assessor ( Gerichi^s-Assessor a. D. ) Wilhelm Rosendahl ; and 
the engineer Hermann Tappei all with their domicile at the 

4. Die Disconto-Gesellschaf t 1951 bis 1901. Denkschrlf^ gtia 
50 jahriqen Jubilaum (Berlin, 1901) p. 158; Dabritz, 
Pi Bconto-Gesel 1 schaf t . pp. 112-113; Otto Lindenberg, §2 
Jahre Beschichte einer Soekulationsbank. Ein Beitrao zur 
Kritik des deutschen Bankwesens (Berlinf 1903) pp. 13-lS. 
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Henri chshdtte. Rosendahl was later a aeeber o-f the 
directorate of the Oortraunder Union; but the figure I 
consider nost important is Franz Joseph Landvogt. Landvogt 
Mas a Member of the poMerful committee of the administrative 
board of the Phoenix, Actien-Gesellschaf t fur Bergbau und 
HQttenbetrieb at least from 1861 to 1870, probably longer. 
This coinmittee of four raembers - in 1S70, the other three 
Mere Julius the Losen of Eupen, the banker Albert Freiherr 
von Oppenheim, and the laMyer Robert Esser II — met 
frequently with the directors of the Phoenix to decide all 
important technical decisions. Presumably David Hansemann 
noticed Landvogt 's talent whilst he was reorganizing the 
Phoenix* and hear his son brought Landvogt over to the 
Henri chshutte. Landvogt aust have been advanced in years — 
in the Phoenix literature, he is usually described as a 
rentier — but his wide experience was useful for the 
Henrichshutte. Landvogt 's active role in two of the 
largest, presumably competing, iron manufacturers of 
Rhinel and-Westphal ia is curious. The situation was not 
unicfue at this period. Gustav Mevissen believed that 
companies should try and settle their conflicts in a 
friendly (and informal - he was not necessarily an advocate 
of cartels) fashion, and had interlocking directorates on 
the Rhenish Railway and the Cologne-Mi nden Railway, on the 
Hoarder Verein and the Bochumer Verein fiir Bergbau und 
(3u5sstahlf abr ikation. But the situation was still unusual: 
even the fluent Mevissen had to give up the Bochumer Verein 
and Col ogne-tii nden Railway posts because of conflicts of 



intwMt." 

Unfortunately the dividends of the Henri chshutte 
•xperiancsd a st»ady d«clin«. For 18689 th» irmytarkm paid 
8%5 for 1869, S^/jg7.i for 1870, only 3»/aiX. But we cannot say 
outright that tho now HonrichshOtto in its public lioitod 
coflipany -foro Mas a -failuro since procisoly in those years 
the coiMpany embarked upon extensive and necessary 
inveatnsnt. It bouQht numerous iron ore mines in Sieger land 
and in Nassau | it also built a Bessemer steel Morks with two 
converters, which was completed in 1872.* Whether the 
Henrichshutte would have been successful on its own or not, 
however, must remain a moot point; because in 1872 it merged 
with the Dortmunder Hutte and Neuschottland to form the 
Union, Actien-Gesellschaf t fur Bergbau, Eisen- und StjUil" 
Industrie zu Dortmund. 



5. "Akten Betreffend die Actien-eMollschaf t HenrichshHtte 

bei Hattingen" in: ZStA Merseburg, Rep. 120, A XII 7, Nr. 
106, fol. 5; Berliner Bfirsen-Zei tuna (Berlin, Thursday 
evening, 10 June 1869) No. 264, ^rste Bail age p. 7; CRudolph 
Hermann Meyer], "Herrn Lasker's angebliche GrQndlichkeiti 

Eine Abwehr" in: Berliner Revue. Au-f UJacht an der Mosel . 

F^pv^p qler pgUt^SRhffPi SQjS^^i^ffn, Untf H\rgh|4<;hgP Fr^qen t^er 
Seoenwart (Berlin, 4 March 1873> vol. 72, Heft 9, p. 266; 
Phoenix, Acti en-Gesell schaf t fCir Bergbau und Huttenbetrieb, 
Administrative Board Meeting, Laar, 18 February 1861 and 
committee meeting, Laar, 24 January 1870, Mannesmann-Archiv, 
A2. P 1 25 37. 1; Joseph Hansen, Gustav von Mevissen. Ein 
rheinischw ktfrOTtfrittf t94g"t8?? (Berlin, 1906) vol. 1, pp. 
774-776. 

6. Henri chshutte 1854-1954 p. 38; Will Rinne, Pi e 
Entwickluno der Ruhrstahl Aktienoesellschaf t und ihrer sechs 
Werke (1937) pp. 191, 197 (I wish to thank the archivist of 
Thyssen AG, Dr. Carl-Friedrich Baumann, -for sending me a 
copy of this); share prices are from Dmr Aktioniir . 
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B. The Foundation o-f the Union. Acti en-Gesel 1 schaf t 
fOr Bgrobau- El sen- und Stahl -Industrie zu Dortmund . 

1. Th» Dortoiunder HUttm mnd W«u»ehottl«nd, 

The iiBioediate occasion for the formation of the 
Oortnunder Union Mas th» collapse of th« railMay mnpiro o-f 
Dr. Bethel Henry Strousberg. Front 1868 onwards Strousberg 
acciuirad nuMrous hMvy industrial asswts, hoping to bacons 
self-sufficient in railMay materiel. From a technical 
vievfpointf Strousberg 's ranshackle empire never could have 
Morked. It ims too dispersed. His iron ore Mas mined at 
Oross-Dfihren in the Harz« and then smelted at nearby 
Othfreseni it Mas not too difficult to transport this pig 
iron to the Neustadter Hutte, which was to make plate for 
Strousberg 's locomotive Morks at Linden near Hannover 
(formerly the property of Georg Egestorff) and for a bridge* 
building division, which Strousberg had added to the 
Dortmunder Hutte; but the pig iron and the plate had to be 
carried to Dortmund for further Morking. The Dortmunder 
HQtte was to make wheels and large iron parts which then had 
to be transported back to Lower Saxony. Finally, Linden Mas 
to manufacture the locomotives. Strousberg did carry out 
very eKtensive additions and t<K:hnical modifications to his 
Morks after he acquired thems all the Morks vastly increased 
their capacity. His most important addition was his 
establishment of the bridge-building works in Dorti«und| 
originally intended to construct bridges for Strousberg 's 
Roumanian rail Mays, Dortmund remained an important centre of 
bridge-building long after Strousberg had left the scene. 
Yet often he carried out huge expansion programmes in places 
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ill-«uitsd CO make the products he needed. For exajaple, the 
harz iron ore was extremely aitficuit -lo work and virtually 
useless for steel, yet Strousberg built a large Besseaksr 
works at Dortoiund. Only Mha experiaents at the Herraann- 
GdringHrterke in the 1930's Mould solve the probleas of 
smelting Central German iron ore.^ 

The L^ion comeenced life with a diseased pedigree. The 
Strousaerg empire which it took over did not fit together 
ano many ot tne pi ants were tscnn^caliy inadequate. One of 
the most astonishing points, however, is that Strousberg was 
able Lo aeluae ^ucn snrewo tinAnuism aa Adoipn Hartaeuiann 

and Friedricn 6rillo into believing that the Oortmunder 
nutte was a more vaxuaoie property than tne Henrichshutte or 
Neuschottland, since it entered the Union capitalized at 3 
million thai era, rather tnan the 2^ /a million thalers 
aiiotted for tne Henrichshutte and Neuschottland. Yet the 
official figures published in the Zeitschrift fOr das Bero-. 
>-iut^^qn- und Sax inen-Wesen snow tnat, the production of the 
Dortmunder Hutte was substantially lOMsr than that of the 
henri cnsnucte and tne Horst works of Neuschottland, both by 
volume and by value - at least 30% lower in the case of the 
former. The figures below are for finished iron products, 
such as bar iron, castings, and plates pig iron is not 
included, because the Dortmunder Hutte did not have blast*- 

7. "Allgemeine Eisenbahnbau-Oesellschaft in Berlin** in: Per 

Aktionar. Zentraloroan fur den Mobil iar-Besitz 
iFrankf urt/rtai n , Sunday 27 NovemOer 1870) vol. 17, No. 
&83, p. 75d; waitner Dadritz and Erich Metzeltin, Hundert 
Jahre Hanoman iDOsseldorf, 1935) pp. 57-62| Festschrift zur 

Hundert jahrefeier der Dortround-Hbrder Huttenunion 
ftktieriQeselischaft 1852-1952 (Dortmund, 1952) pp. 50-54. 
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furnaces before 1872, but it is worth remembering that the 

Horst figures in terms of value do not take into account the 

value of products of Neuschottland 's other works at 

Hassl i nghausen and Aplerbeck. 

Horst Henri chshvitte Dortmund 

1869: Amount (t> 31,649.45 26,295.05 17,694 

Value (tlr) 1 ,878,713 2,065,868 1,111,270 

1870: Amount (t) 32,368.35 24,949.65 17,500 

Value (tlr) 1 ,942, 134 1,507,364 1,050,000 

1871: Amount (t) 34,146.55 30,762.3 18,000 

Value (tlr)2,486,546 2,427,304 1,230,000 

NOTES: Amount in tonnes, value in thalers. 

The source for the 1870 and 1871 production figures 
of Dortmunder Hiktte rounded the figures, but this 
does not affect my argument since if anything this 
rounding would err on the side of generosity. 
SOURCE: Zeitschrift fur das Berg-, Hutten-« und Salinen- 
Wesen, 1870-1872. 

I would argue that based on the production figures, the 

Dortmunder Hiitte should have been capitalized at 1^/2 to 2 

million thalers, instead of 3 million thalers; it was over — 

capitalized by 50 to 100'/.. Grillo and Hansemann seem to 

have made the serious mistake of assuming that the 

Dortmunder Hutte was worth what Strousberg said, instead of 

arriving at a figure of their own. This was the third part 

of the diseased pedigree of the Strousberg works: they were 

over -capital ized. 

The other major components of the Union, besides the 

Henrichshiitte, were the colliery "Gl iickauf -Tief bau" , which 

was an acquisition which Strousberg had put in his wife's 

name; and the Berg- und Hiitten-Acti en-Verei n Neuschottland. 

When the Di sconto-Gesel 1 schaf t formed the Dortmunder Union, 

it called upon the great Ruhr speculator and industrialist 

Friedrich Grillo to assist in its formation, and Grillo 
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brought in Neuschottland, in Mhich his Mife's family, th« 
von Borns, had a major interest. Many Mriters, like Leland 
H. Jank» and Kurt BIombts, have assumed that the naee 
Neuschottiand meant that this ironworks was backed by 
British investors. Karl Mbms, Mho has done a vwry thorough 
study of the history of Neuschottiand, has concluded that 
there is no evidence of any British investment in this 
ironworks. Mews argues that the company Mas called 
Neuschottiand because of the blackband, to show that the 
Ruhr Mas Just as rich in mineral deposits as Scotland. Mbms 
did not, however, know of an article in the English Mining 
Journal . Mhich mentioned Neuschottiand as an attractive 
investment. It Mould be surprising if this article led to 
no interest from British investors; but on the other hand, 
there are no apparent representatives of British capital on 
the administrative board, so no doubt Mbms is correct when 
he says that most c»f the money Mas raised locally, from 
Westphalia and the coLinty of Mark.* 



8. "Mining and Ironworking in Prussia, No. 5" in: The Mining 
Journal. Railway and Commercial Gazette. Forwiinq a Complete 
Record of the Proceedings of all Public Companies (London, 
Saturday 3 January 1357) vol. 27, No. 1115, Supplement p. 
20; Mining Journal (London, Saturday 10 January 1857) vol. 
27, No. 1116, p. 31; Leland Hamilton Jenks, The Migration of 
British Capital to 1875 (New York, 1927) p. 390 note 74; 
Kurt Bloemers, William Thomas Mulvanv (1806-1885). ^in 
Beitraq zur Beschichte der Rheinisch-Westf al ischen 
Grossindustr i e und der deutsch-englischen 

Wirtschaf tsbezishunqen im 19. Jahrhundert (Essen, 1922) pp. 
57-58 (= Ver of f entl ichunqen des Archivs fur Rheinisch- 
Westf jil i sche Wirtschaf tsoeschichte (Rheinisch-Westf all sches 
Wirtschaf tsarchi v) vol. S) ; Histories of Neuschottiand: Karl 
Mews, "Friedrich Grillo und Neuschottiand" ins ^ejl^r^oe zur 
Geschichte von Stadt und Stift Essen (Essen, 1933) Heft 70, 
pp. 53-69; Karl Mews, "Hassl inghauser Hutte-Neuschottland— 
Dortmunder Union - Eisenwerk Steele. Ein Jahrhundert 
Werksgeschichte, 1856-1956" in: Beitrage zur Geschichte von 
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ThB naMS that Nauschottland was to merge into the Union 

was Hell kept; Mhen the news leaked csut, Uilhelm Heinrich 

Mullsr, the General Director had feiier shares than he would 

have liked. He wrote to his father on 10 February 1872i 

"The negotiations were ... so nuch in doubt, 
that I could not ev«i buy some Neuschottland 
shares - o-f which anyway there were none in the 
market. The new capital has been entirely 
subscribed by the bank institutions concerned, so 
there is nothing one can get there. The 
Dortmunder Hiitte, Othfresen, Bluckauf, etc., 
everything is going into the new company at the 
price acquired, so that the only way the bank 
institutions can profit is through holding the 
shares of the new capital « or rather through the 
aol o on the shares. "* 

The banks were loth to give up any of their shares, because 

to do so meant to reduce their profits. It is curious that 

Friedrich Brillo did not tip MQllar off as to what was 

going to happen, especially because Brillo and Muller were 

very close. It is edifying, however, to discover that even 

Grillo, who was often regarded by contemporaries as a not 

wholly respectable wheel ei — dealer, did not tip off his 

managers so they could profit from insider speculation.* 

2. The Founders of the Union 
The Union, Actien-Gesellschaf t fUr Bergbau, Eisen- und 
Stahl -Industrie zu Dortmund was founded in Berlin on 2 
February 1872. It is commonly known as the Dortoiunder 
Union, and should not be confused with the beer of the sam 



Stadt und Stift Essen CEssen, 19S6> Heft 71, pp. 3-57; CKarl 
W. BoetticherD, Neuschottland - Eisenwerk Steele. lOO Jahre 
1856-1956 (Dortmund, 1956). 

9. Hans-Carl Scheibler and Karl Will f rath, Westdeutsche 
Ahnentaf eln (Weimar, 1939) vol. 1 p. 217 (= Publ i kationen der 
Gesellschaft fur Rheinische Geschichtskande . vol. 44); Hews, 
"Neuschottland 1856-1956" p. 29. 
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nans; the Dortnunder Uniian braiMry mas fctundad at around 
the saee tine. ''Union" mas a papular nane in this period, 

and many companies in unrelated lines of business chose to 
adopt it Ce.g. the Union-El sctricit&ts-Gesellschaft, the 
Westfalische Union, and the Harzer Union). The initial 
capital Mas 11 million thalers} the founders and 
subscribers for the first tranche of S Billion thalers 
weres *** 



1. Friedrich Grillo, -factory owner Essen.. • 20,000 thai en 

2. Mi I helm von Born, banker, Dortmund 20,000 thal« 

3. Geheitne Qber-Finanzrath Friedrich Wilhelm 
Alexander von Scheele, Berlin............. 20,000 thal( 

4. Gustav Lehrkind, merchant, Haspe 20,000 thalers 

5. Peter Caspar Schulte, merchant, Oevelsberg 20,000 thalers 

6. Walther Bauendahl , merchant , Berlin. ...... 20,000 thalers 

7. CoaiBerci wirath Julius Kauffmann, Berlin... 20,000 thalers 

8. Geheime Commercienrath Adolph Hansemann, 

Berlin, for himself 20,000 thalers 

9. Johannes Mi quel , retired lord fflayor« Berlin, 

for himself................. 20,000 thalers 

10. Freiherr Mayer Carl von Rothschild, head 
of the banking firm M. A. von Rothschild ^ 

Sohne, Frankfurt am Main 1,000,000 thalers 

11. Freiherr Abraham von Oppenheim, head of 
the banking firm Sal. C^ipenheim jr. ■«■ Cie, 

Cologne 600,000 thalers 

12. Hansemann and Mi quel on behalf of the 
Provinzial-Disconto-Gesellschaf t of 

Berlin .........1,000,000 thalers 

13. Recht 5- Ant^ial t a. D . Adolph Salomonsohn 
and the banker £mil Hecker on behalf of 
the Direction der Di scmito-Besel 1 schaf t 

of Berlin 2,070,000 thalers 

14. Max Jacob Frensdorff on behalf of the 
Kommanditgesellschaft H. J. Frensdorff, 

Provinzial-Bisconto-Gesellschaft 150,000 thalers 

Total: 5,000,000 thai) 



Me have already encountered some of these investors before. 
Peter Caspar Schulte and Sustav Uriirteind had been among the 



10. "Acta betreffend die Gener al — Versamml ung vom 2. February 
1872 <Konstituierende General -Versamml ung) mil Statut", 
Hoesch AG, Werksarchiv, Az. DHHU 1370. 
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foundars of ttouschottland. Max Jacob Frensdorff Mas tha 

director of the Hannover branch of the Provinzial-Disconto- 
GsMllKhaft, and ims latar largely responsibla for that 
coapany's collapse. Tmo important financiers Mho daserve 
MOT* attantion are Friedrich Grillo and Uilhela von Bern. 

3. Friedrich Gr a 1 I o 
Friedrich Grillo Mas born in 1825 to a -fanily 
originally fron the Griscms area of SMitzeriand - hence the 
Italian name. In 18SO he married Wilheliaine, the daughter 
of Theodor von Born. The von Borns had nueerous interests 
throughout the Ruhr. Grillo set hinself up as an iron 
eerchant in Essen and began to dibble in mining 
investments. During the boon of the 1850 's Grillo helped 
found the Bergwerksgesellschaf t Neuessan, the Magdeburger 
BergMerksverein at Wanne, the coal nine "Hercules'* In Essen, 
the coal mine "Zentruun" in Mattenscheid and the coal mine 
"Caroline** in HolzMickede. Nhat set Brillo apart fron the 
mass of speculators, hoMever, was that he kept his belief in 
the future of cc»al and the greatness of the Ruhr throughout 
the dark days that followed 1857; and when better times 
returned to the Ruhr at the end of the 1860 's, Brillo had a 
reputation as a coal mining seer. Strousberg has expressed 
it very well in an Old Testament similes *'6rillo's career 
Mas like that of Abraham 's| he was blessed because he 
believed". Grillo began by merging a number of smaller 
mines which had been suffering after 18S7 into a larger. 



11. Bethel Henry Strousberg, Dr. Strousbero und sein Wirken 
(Berlin, 1876) p. 86. 
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mora cost-effective enterprise: the gigantic Mine 
"Consolidatian" in Schalke, -ffdundad in 1863 which has 
remained one of the largest and most profitable Ruhr 
collieries to the present day. In 1868 he helped -Found 
another colliery, the Gewerkschaft Graf Bismarck; and Grillo 
achieved his peak of activity during the Grander Jahre, Mhen 
he -founded the Essener BergMerksverein Konig Mil helm, the 
Gewerkschaft Unser Fritz in Wanne (now part of Herne) , the 
gigantic Setter kachaft llonopol in Kamen, and the Gewerkschaft 
Victor in Rauxel. In 1873 Grillo also acquired same coal- 
mining rights in the Ruhr's far east, by purchasing the 
saltworks KBnigsborn from the Prussian state. He 
originally intended to close down the salt and brine works 
and Just mine the coal, but the sudden collapse of the coal 
market in 1874 made him think better of this idea. In fact, 
the production of salt and brine helped save the operation, 
because the market for these products held up better after 
1874 than the market for coal. KSnigsborn only began to 
mine coal in 1880| and as the salt deposits were gradually 
exhausted, the coal production rose to keep up the 
operation's profits. Konigsborn was one of those rare 
instances of true synergy, where the combination of two 
enterprises in unrelated fields resulted in a more healthy 
enterprise. This was partly because the markets for coal 
and salt aoved in opposite directions after 1874| but it was 
also because it takes more than one tonne of coal to 
produce a tonne of salt by boiling brine. At Kfinigsborn 
Grillo found the synergy which eluded him at the Dortmunder 
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Union. 

Grillo helped found t.wo major enterprises with the 
Oisconto-teMlXschaft during the Grander iahr» f the 
Dorteunder Union in 1872 and the Gelsenkirchener BergMerke- 
Actien-Gesellschaft in 1B73 (Mhich will be the subject of 
Chapter five). Grillo« however, did not like to be bound to 
any single bank in particular and loved playing banks off 
against each others thus with the help of the Bareer Bank- 
Verein von Hinsberg, Fischer & Co. Grillo converted the 
banking house of his wife's cousin f Ludwig von Born in 
Essen, into the Essener Credit-Anstal t in 1872. Grillo 
thereby created what would becone the Ruhr's preeier bank, 
with a hegemony of finance fear Rhenish-Westphallan industry 
which would not be challenged by the Berlin banks until the 
twentieth century. Grillo's greatest achieveomnts were 
perhaps all constructed in the small area of Schalke: the 
founding of "Consolidation" in 1863 was followed by the 
establishment of a plate-rolling mill by Grillo and his 
partner Friedrich Funke, the Blechwalzwerk Grillo, Funke 8c 
Co. in 1866. 1869 saw Brillo's brother, Nilhele Heinrich 
Grillo, establish a factory to make he m pen and wire rapes| 
and at the peak of the Brtlnderiahre . in 1872, Friedrich 
Grillo founded the Schalker Gruben- und Huttenverein, the 
ActisnH3Bsellschaft fttr chemische Industrie, and the 

Schalker Glas- und Spiegel -man uf act ur . Grillo also built 
gas and water works, and workers' housing. The most notable 
of these ventures is the Schalker Gruben- und HQttenverein, 
because when it ran into trouble after 1873 Grillo 
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«v«ntually CAllad upon a very talmntad young mmn to 

reorganize this venture: August Thyssen. The Schalker 
Vsrsin ultiaatoly morged into Kirdor-f's telsonkirchonor 
B^gMBrks-Actien-Geeellschaf t in 1903-1905. *» 

Friedrich Srillo is as iaportant a »an in th« history 
oi the Ruhr as the other great entrepreneurst Alfred Kruppt 
Louis Baare, Emil Kirdorf , August Thyssen, and Hugo Stinnes. 
Lfrilike Krupp« Baare, Kirdorf, and to a lesser extent Thyssen 
and Stinnes, Grillo did not choose to be identified with a 
single enterprise throughout his career. A conteeporary 
observer, the coal technician Bruno Schulz-Briesen, noted 
how Grillo could cold-bloodedly separate himself from and 
sell off his creations of the day beforef and that he 
particularly enjoyed surprising the mot Id with these 



12. The main biography of Grillo is TConi] Kellen, 
Friedrich Grillo. Lebensbild eines Grossindustriel len aus 
der grttnderzeit <Ess«n, 1913) <« Die Rheinlsch-Westf Misehe 

Industrie. Lebensbilder der bedeut endsten Industriellen und 
Kaufleutg und DarstellunQ ihrer Unternehrounaen vol. Is 
Friedrich Grillo .) Malther Dibritz Mrote an essay on Brillo 
Hhich he republished in numerous forms: Walther Dabritz, 
"Friedrich Grillo als Wi rt schaf t sf uhrer . Vortrag, gehalten 
am 17. Januar 1926 aus An lass der Feier der 100 Jahrigen 
Miederkehr seines Geburtstages'* ins Beitraoe zur Beschichte 
von Stadt und Stift Essen (Essen, 1926) Heft 43 pp. 317-333i 
Walther Dabritz, Unternehmerqestal ten aus dem rhelnisch— 
west f al i schen I ndustr i ebez i r k ; Friedrich Krupp und Franz 
Dinnendahl . Friedrich Harkort. Friedrich Brillo (Jena, 
1929) pp. 30-45 (= Schriften der Vol kswi rtschaf t 1 i chen 
Vereinioung im rheinisch-westf alischen Industry eoebiet . Heft 
6); Neither OAbritz "Friedrich Brillo" ins Rheinisch- 
Westf al i sche Wi rtschaf tsbi oqraphi en (HClnster /Westphal i a, 
1937) vol. 2, pp. 68-86; sinilar accounts nay be found in 
Dftbritz' histories of the Essener Credit--AnBtalt and the 
Disconto-Gesel Ischaf t; the best summary is Barbara 
Gerstein, "Friedrich Grillo" in: Nmum Deutsche Bioaraohie 
(Berlin, 1966) vol. 7 pp. 68-69. 
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transact i one. firillo's pronounced lovs of speculation, 
his fondnMS for Mhoeling and dealing, led other 
industrialists to look askance at hini this distrust cones 
out vcHry clewly in a letter of Alfred Krupp to his London 
agent Longsdon. Grillo's partner Friedrich Funke had the 
rights to a new design of furnacei Krupp refused to enter 
into negotiations for this, explaining why in his marvellous 
brand of English: 

"There is another reason for it. The 

associate o-f Mr. Funke, a certain Mr. F. 
Grill o, who is much engaged in enterprises, 
who is very clever and cunning and from whom 
I kept hitherto away, would use the occasion 
of approaching and this is what I whish Csic3 
to avoid too. " 

« 

These aisgivings were shared by soee eleeents within the 

Prussian bureaucracy, who resisted adnitting Ernst 
Lindeaann, a Rhenish-Mestphalian nunicipal politician to the 
Prussian House of Lords because he was 6riIlo's Procurist. 
In short, Grillo was an entrepreneur with many diverse 
talents and interests, but this very diversity nade hie seen 
too clever, too cunning, too much of a speculator for the 
nore staid and respectable parties in Rhineland- 
Westphalia. 

4. Mil helm von Born 
To a certain extent we may regard the other ieportant 

founder of the Dortmunder Union, the Dortmund private banker 

13. BCrunoD Schul z-Bri esen , 50 Jahre ruckwarts. Erinnerunoen 
eines alten Bergmannes (Essen, 1904) p. 23. 

14. Alfred Krupp, 4 August 1875 to Longsdon in: Al f red 

KrUPPS gr^gfgP Hjte(jer%(;hrif 1?gn vo^- JlSZ^^oI- 323 

ins H. A. Krupp; Mews, "Grillo und Neuschottland, " pp. 62- 
68. 
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WilhelA von Born, as an appandag* of Friodrich 8rillo| 

Grillo came up with the new projects, Nilheln von Born 
Aobilized the finance and a Midespread network of friends 
and relations to float these projects. 

Family Tree of the Grillos and von Borns 

Theodor von Born Johann IMlhele von Born 

I , — i—^ , 

Fr iedrich Gri llo====Wi Ihelmine l.LudMig 2. Mil helm 3. Carl 
(1829-1888) (1826-1902) 

The von Born family comes from Lunen, a small to»«n to the 

north of Dortmund and Ncst of Haam, which was important in 

the early nineteenth century because of its position as a 

ferry on the River Lippe; it was also a centre for Lippe 

shipping. The von Born family made a number of strategic 

marriagess Uilhelm von Horn's mother was a Barop, a family 

«irt)ich had extensive property around Dortmund and was 

interested in several coal mines. Mil helm von Born's wife 

was daughter of the wine wholesaler Uilhelm Daniel Stade, 

which provided Mil helm von Born with the connection to 

commercial capital, a sector of early capital accumulation 

which could supply the funds for industrial investment. 

Wilhelm von Born's father, Johann Uilhelm von Born, had been 

one of the founders of an ironworks in LUnen, the Uestfalia- 

Hiitte. Mil helm von Born moved to Dortmund at the beginning 

of the 1850 's, and in 1853 set up a private bank with his 

uncle Mil helm Schultz. Uilhelm von Born was very active 

during the boom of the 1850 's, when he fcxinded the 

collieries "Borussia" and "Tremonia" as well as the- Bochumer 

Vermin fOr Bergbau und Busstahlf ^rikation and 

Neuschottland. Xn 1895 he helped found a private note- 
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issuing bank* the Dortaunder Privatbank. In 1863 Nil helm's 
elder brother, Ludwig von Born, fol lotted his example and 
established a private bank in Essen (Mhich becaae the 
Essener Credit-Anstalt in 1872); the youngest o-f the three 
brothers, Carl von Born, set up a blast-furnace works in 
Dortnund in 1865 with his brother's help. Hilhelm von Born 
was also behind the formation of the Dortmund-6ronau- 
&ischede Railway Company, a venture where he was able to 
call upon the assi stance of the Disconto-Besellschaft (the 
railway was never especially successful). Von Born was very 
active in the Dortmund Chamber of Commerce. He helped to 
found it in 1863 and was vice-president of the Charober of 
Commmrce from 1863 until 1876, and president from 1876 
until 1885. He was also a meinber of the Prussian economic 
council (the Vol k«wi rtseha-f tsr at - established by Bismarck as 
a sort of shadow parliament) and the Prussian state council. 
Von Born made the Chamber of Commerce follow an extreme 
protectionist courses in fact, it had been the reluctance of 
the Chamber of Commerce's first president, the brewer 
Uilhelm Overbeck, to advocate protection which had led to 
his replacement by Uilhelm von Born. Von Born partly 
advocatcKl protection because of his position at the 
Dortmunder Union, where he was vice->chairman of the 
administrative board from 1872 until 1885. In 188S, 
however, his bank collapsed, and von Born was compelled to 
retire from the Chamber of Commerce and from the Dortmunder 
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Union. He died in Berlin in 1902.*^" 

C- The Workai of the Union. 
We shall now pass from the founders of the Union to the 
works of the Union itself. The idea behind the Uhion Mas 
tMofolds first of all, there was a desire to attain a 
critical mass, to tnake the Union so large that it Mould rule 
the market in various products. The other idea Mas that the 
Union would have such a broad palette of products on offer 
that it would be imnune from economic downturnss a fall in 
the demand for bridges might be offset by a rise in the 
demand for basic pig iron. In pursuit of this critical 
mass, the Union continued to expand at a feverish pace 
during the height of a boom. Neuschottl and had leased 
blast-furnaces at Aplerbeck near Dortmund) this lease was 
renewed. The Union was very afraid that it might run out of 
sufficient iron ore. This fear was pwhaps understandable 
in the day£> of the acid Bessemer process, when phosphor free 
iron ore (haematite) was at a premium. Per decision of the 
administrative board of S October 1872 the Union purchased 
an ironworks and iron ore mines at Bredelar in eastern 
Westphalia for 1.2 million thalers, and iron ore mines in 
Sweden: the Svabensverke. ** In 1872 the Union also bought 

15. Walther Dabritz, Denkschrift zum Fiinf ziqjahriqen 
Bestehen der Essener Credit-Anstal t in Essen <Essen, 1922) 
pp. 54, S6; PCaul3 HCermannl Mertes, Qa^ W^den der 
Dortmund er W i rtschaft. Geschichte der Industrie- und 
Handel skamtner zu Dortmund 1863-1914 (Dortmund, 1940) pp. 
228«'230} 100 Jahre Industrie— und Handel skammer zt^ pprtmunij 
Die Geschichte einer Ruhrhandel skammer 1863-1963 CDortfflund, 
19633 pp. 36, 49-50, 107, 109, 116, 143, 174. 

16. Dortmunder Union Annual Report for 1872/73, pp. 11-22 
ins Hoesch A6, Merksarchiv, Az. DHHU 1390. 
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iron ore froa French Algeria, buying 40,000 tonnes froe the 
French enterprise f1okta«-el-Hadid. Alfred Krupp also 
■feared that the Union might buy soee ircwi ore nines in 
^ain.** To pay for the purchase of Bredelar (1.2 million 

thalers) and of Svabensverke (1 million thalers) the Union 
issued another 2.2 million thalers North of shares, bringing 
its total share capital up to 13.2 million thalers, with the 
right to a dividend from 1 July 1872. CIt is true that the 
original capitalization of the I>ortfflunder HQtte, 
Neuschottland, and the Henrichshutte totalled eleven, not 
ten million thalers, but I presume there mas a six month 
delay in the final payment of one million thalers - probably 
to Strousberg.) The Union continued to invest still 
further: by 30 June 1873 its total capital invested was 
18,188,625 thalers and 17 groschen. So it issued 6 million 
thalers Morth of tilL bonds; it chose the comparatively high 
rate of 6X so as not to have to issue the bonds at a heavy 
discount.** This imis a huge capitalization for an 
industrial company, although banks had higher 
capitalizations (the Disconto-Gesellschaf t had a capital of 
20.343 million thalers at this time) and railway companies 
had higher capitalizations still. Employment figures 

17. Bertrand Gille^ "flinerais Alg^riens et Sid^rurgie 
tl^tropol itaine. Espoirs et R^alit^s (1845-1880)" in: Revue 
d'Histoire de la Sid^ruroie (Nancy, 1960) vol. 1, No. 4 p. 
S2. 

18. Alfred Krupp, Hiigel , 8 November 1872 to Lorsbach ins 

Mfrgd Ktmpps Priefg unri medy^ffhriftgn vol. iis Pag Jahr 

lfiZ2 fol. 272 ins H A Krupp. 

19. Dortmunder Union Annual Report 1872/73, pp. 6, 11, ins 
Hoesch, Werksarchiv, Az. DHHU 1390. 
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indicate that the Unic»n was the largest industrial 
enterprise in the Ruhr in 1872-1873, and hence probably in 
Bermany as well: as of 30 June 1873 the Union had 12,102 
•warkers and 334 employees, Mhereas Krupp enployed 11,671 iran 
as of 24 February 1873.** 

The Morfcs of this vast enterprise Included: 

1. Coal mines. 

a) The colliery "CI uct au-f-Tief bau" near Barop. 

b> "Carl Friedrichs Erbstollen" near Weitmar which 
supplied part of the needs of the Henri ehshatte at 
Hattingen, with which it was connected by a 
narrow-gauge railway. 

c) Sundry mines at Hattingen, naniely: 

1) "Hermanns gessgnete Schiffahrt" 

2) "Valeria" 

3) "Zuf iilliggluck" 

4) "Brautigam Erbstollen" 

ii. Iron Ore Mines. 

a) Iron ore mines on the Ruhr, which mainly supplied 
the blast-furnaces of the Henri chshUtte and those 

of Neuschottl and at Hassl inghausen: 

1) Blackband concessions around Hasslinghausen. 

2) Blackband concessions around Sprockhovel* 

3) SidCNTite mines near Hattingen. 

b) Iron ore mines in the Sieqerland. 

1) The siderite and limonite mine "Friedrich" near 
Wissen. 

2> Iron ore claims in the Olper area, which the 
Union planned to begin exploi ting , after 
completion of the railway line Flnnentrop- 
RothemQhle. 

c) Iron ore mines in Nassau, mostly in the area of 
the Lahn river. 

d) Iron ore mines in the Rhinelands ccmcessions near 
Neuwied, not currently exploited- 

e> Iron ore mines in the Harz , which supplied the 
blast furnaces at Othfresen, which were connected 
by a 9*/3B kilometre narrow-gauge railway with 

1) bean iron ore < Bohncwz . pisiform ore) deposits 
at Gross-Dohren. 

2) The Union also purchased ircm ore rights around 
Clausthal and Zellerfeld. 



20. Dabritz, Pi sconto-Gesel 1 schaf t . p. 212; Dortmunder Union 
Annual Report 1872/73 p. 21 in: Hoesch, Werksarchiv, Az. 
DHHU 1390 (1873); F. M. Feldhaus, "Alfred Krupp" in; 
Alloemeine Deutsche Biooraohie (Leipzig, 1710) vol. 95, p. 
S53. 
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f) Iron ore (nines at Bredelar, which had been 
acquired in July 1872. These would not be 
accessible until the Ruhr Valley RailMay (operated 
by the Rhenish Railway Company) reached there in 
the late autumn of 1872. Until then, the ores 
were smelted in the Theodor Hutte at Bredelar, 
Mhich the Union had acquired along Mith the iron 
ore mineSf paying 1.52 million thai ers -for the 
entire complex. The Union hoped it could supply 
eventually all its iron ore needs fron the 
Bredelar. 

g) The Svabensverke iron ore mines in Sweden, which 
also had a charcoal -fired blast-furnace works, 
plus 1018.32 areas (26^000 Horgen) of forest oMned 

outright plus another 548.32 areas (14,000 Morgen> 
of forest with the right of unlimited use until 
1900. 

iii. Blast-furnace works: fifteen coke-fired blast- 
furnaces, plus three char coal -fired blast-furnaces 
at seven different coflplexess 

a) Dortmund, 3 coke— fired 

b) Othfresen, 4 coke-fired 

c) Henri chshQtte, 4 coke-fired 

d) Horst, 2 coke-fired 

e) Hassl inghausen , 2 coke-fired 

f) Bredelar, 2 charcoal -fired (the Theodor Hutte) 

g) Svabensverke, 1 charcoal— fired 

iv. Puddling and rolling mills 
a> Dorteund 

b) Horst 

c) Henrichshiitte 

d) Aplerbeck (leased until 1885) 

v. Bessemer steelworks 

a) Dortmund 

b) Henri ChshQtte 

vi. Mheel factories, bridge-building works, mechanical 
workshops, foundries: 

a) Two wheel factories: 

1) For locomotive wheels 

2) For waggon wheels 

b) Bridge-building complex at Dortmund, still 
under construction during rriost o-f 1972-1B73. In 
connection with this, the Union was also 
building a shop for the manufacture of points 
and other railway material. 

C> Three mechanical workshops, each with its own 
foundry, which made for third parties, as well 
as for the Union's own use smaller machinery 
and machine parts, forgings, rolls, and sundry 
castings, and were located at 
1 > Dortmund 
2) Henri ChshQtte 
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5) Horst 

vi i . Mi seel 1 anaous. 

a) Thm Union reckoned the value of its locomotive 
railways at 658,752 thalers, 11 groschen and 10 
pfennigs; the Dortmund works were in the 
process o-F beinp linked to the Cologne-Hinden 
and Berg-Mark Railways. 

b> GasMorks, gas and water pipelines, and 

telegraph lines reckoned to be worth 140^710 
thalers, 8 grcsschen and 10 pfennigs. 

The Bessemer steel production of the Henri chshQtte was to be 

rolled at Horst; the Bessemer steel production at Dortmund, 

however, was located in the immediate vicinity of a hammer 

works and a rolling mill, and so could at once be made into 

rails.** On the other hand Dortmund was not the ideal 

location to make Bessemer steel, since all the ores it used 

had to be free of phosphorous, and these ores had to be 

imported. An ideal location would have been Duisburg on the 

Rhine; when Alfred Krupp considered expanding his Bessemer 

works by building a huge new complex, he at once thought of 

building it at Duisburg or in Spain. The idea of building 

the Bessemer works at Dortmund originated with Strousberg, 

and bears the earmarks of his ill-considered enthusiasm. 

Strousberg was to later build a huge Besse m er works at 

Zbirow in Bohemia, even though Bohemia's ircm ore is noted 

for its high phosphorous content and poor quality." 

Although the development of the basic Bessemer process by 

21. Dortmunder Union Annual Report 1872/73, pp. 12-22 in> 
Hoesch, Merksarchiv, Az. OHHU 1390. 

22. Carl Keyer, Berlin, 8 Harch 1876 to Sophus Boose in • 
Essen t H. A. Krupp, N.A. IV 1439, fol. 133. 

23. "Bfihmische Briefe Nr. 242" in: Aktionar (Frankfurt/Main 
Sunday, 30 August 1874> vol. 21, No. 1079, p. 637. 
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Sldnvy B. ThOMas Mould make it possible for the Union to use 
GsTfltan high-phosphc3rous ores by 1881 « the Union's iron ore 
scMirces soon gave out and it continued to be dependent upon 
ieports. Hence Dortmund imis the iwirBt possible locationf in 
many respects, to establish a steel mill until Dortmund Mas 
linked with the ocean by th» Dortmund-Ems canal in 1899. 

The hx story of the Dortnunder Union, after this proud 
beginning f was a disaster unparalleled in Berman company 
history. The original par value of the shares of 600 marks 
apiece steadily melted away as the Union passed through four 
reorganizations! in 187S the par value of the original 
shares (henceforth called class "B") had a third knocked 
off, and was reduced to 400 marksj in 1878 it was reduced to 
300 marks; over the period 1878 to 1896, the class "B** 
shares were then converted into 100 mwks worth of class "A" 
sharesf then in 1896 these 100 marks worth of class "A" 
became SO marks worth of class "C"; and finally, in 1902, 
the class '*C" were reduced in the proportion 5s 3 giving an 
ultimate par value of only 30 marks left from the original 
par value of 600 marks. The remaining 95X had been wiped 
away. 

Previous writers on the Oortmunder Union have competed 
to find the most belittling nickname for this disastrous 

ventures "machinery for the destruction of capital" ( Die 
Kaoitalzerkleinerunosmaschine) ■ "the Jar of the Oanaids**, 

24. Ball no's Bdrsen-Paoi ere. Zweiter <f inanzieller) Tell 

34th edition. Salinq's Bor sen- Jahrbuch fur 1910/1911. Eiq , 
Handbuch fitr Banouiers und Kaoitalisten (Berlin, Leipzig, 
Hamburg, 1910) p. 870s Still ich, Eisen- und Stahl -Industr 1 e . 
pp. 130-137. 
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"finAncial quickMnd". For thirty-sight yMrs this coapsny 

dragged out its existences unable to livs, yet the Disconto- 
8»B«llBchaft would not lot it dio. Mo shall noM discuss ths 
history of this conpany, which may also be expressed as the 
ansMsr to the quest i on i Nhat Msnt Mrong? 

Prices of 6«raan Iron and steel products, oarks ptr tonns 

Geriaan Duality Ordinary Puddling Bessemer Bar and Plati 

Puddling Iron Iron: Lu;: . , Lorrainei Pig iron structural 
l ,pca ironworks* iron 

Highest Price, 



1873 




180-192 


120-126 


210 


360-390 


480-510 




1874* 


81 


54-57 


102-108 


186 


252 




1875 


72 


51-54 


90-96 


166 


210-216 




1876 


58-60 


44-46 


80-82 


140-145 


185-190 


1 Decbr 


1376 


53-60 


40-42 


75-78 


135-138 


180 




1877 


35-56 


38-40 


70-72 


120-125 


160-170 




1878 


54 


36-38 


65 


112-115 


150-160 




1879 


50 


30-32 


60 


103-110 


150-160 




1880 


55-58 


38-39 


72 


120-125 


180-190 




1881 


52-54 


36-37 


70-72 


112-113 


165-180 




1882 


62 


45-46 


63-67 


130-134 


195-200 




1883 


55-56 


50-51 


58-60 


125-130 


185-195 




1884 


49-51 


42-43 


52-53 


115-120 


165-175 




1885 


42-44 


40-42 


44-46 


104-112 


145-160 




1886 


40-42 


38-39 


42-44 


92-100 


130-145 




1887 


43-44 


42 


49 


no 


135-150 




1888 


47-50 


45 


50-54 


125-127 


145-165 




18B? 


60-61 


48 


60 


130-140 


170-195 




1890 


65-68 


58 


75 


165-175 


180-210 




1891 


52-53 


SO 


63 


105-140 


130-170 




1892 


50-51 


50 


SB 


88-120 


120-150 




1893 


45-46 


46 


52 


87-115 


115-140 




1894 


45-46 


45-46 


S2 


83-100 


112-135 




1895 


45-46 


43-44 


52 


82-100 


105-150« 




NOTES: 


• Frojs 1383 


this i s rep] a 


ced by the rubric 


"Thomas 


iron", but 






it clearly 


refers to the 


sane thing, na«ely 


iron containing 



phosphorous. 

" An figures refer to 30 June of each year, unless otherwise 

specified. 

" Ingot and Siemens Martin iron, 105-115 sarks; wrought iron, 

130-150 .narkB. 

SOURCE: Annual reports of the Dortaunder Union, 1873/1874-1895/1896 

Rail prices, 1873-1876, earks per tonne 

Ordinary Steel 
Railitay rails 
Highest price, 1873 330 396 
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30 June, 1374 186 25S 

30 June, 1875 162 204-210 

1 Deceaber, 1876 132-13B 133-150 

SOURCE: Annual Reports of the Dorteunder Union, 1873/1874-1876/1877 

Production and Sales Figures (Facturirung) of the Dortisunder Union: 

I. Finished Iron end Steel Products 

Production (t) Sales (t) Average price, aarks per tonne 



1872/73 


141,974.775 


139,266.900 


286.45 


1873/74 


125,618.752 


128,722.321 


294.81 


1874/75 


96,333.734 


96,528.850 


235.80 


1875/76 


86,547.232 


87,449.157 


214.44 


1876/77 


94,154.654 


90,063.713 


174.19 


1877/78 


124,295.934 


121 ,031.050 


167. 71 


1878/79 


141,959.156 


139,742.712 


145. 49 


1879/80 


145,642.829 


152,334.891 


134.92 


1880/31 


152,289.066 


150,901 . 953 


140.01 


1881/82 


185,335.720 


186,417. 487 


140.07 


1882/83 


192,252.893 


190,146.660 


147.91 


1883/84 


162,077.135 


162,025.888 


138.93 


1884/85 


167,379.390 


160,467.214 


130.90 


188S/86 


157,529.011 


165,025.280 


121.20 


1886/87 


158,663.325 


157,343.288 


112.34 


1887/39 


194, 143.663 


194,722.944 


120. 40 


1888/39 


173,136.838 


174,933.741 


134.55 


1889/90 


195,272.361 


194,402.712 


155.25 


1890/91 


170,263.969 


167,879.825 


161.21 


1391/92 


187,200.867 


187,461.290 


134.49 


1892/95 


172,784.460 


173,009.251 


128.90 


1893/94 


180,866.051 


173,857.015 


114.76 


1894/95 


188,287.771 


185,362.964 


109.87 


1895/96 


-1899/1900! Not 


available 




1900/01 


235,213 


n/a 


n/a 


1901/92 


258,001 


n/a 


n/a 


1902/03 


299,928 


n/a 


n/a 


1903/04 


284,457 


n/a 


n/a 


1904/05 


246,971 


n/a 


n/a 


190S/06 


300,576 


n/a 


n/a 


1906/07 


332,576 


n/a 


n/a 


1907/08 


303,718 


n/a 


n/a 


1908/09 


294,725 


n/a 


n/a 



SOURCESt Dortmunder Union Annual Reports, 1872/73-1894/95; 

Salinq'5 Borsen-PaDi ere (Berlin, Leipzig, Haeburg, 1910) 
34th edition, p. 872. 



II. Special Rolled Products 



Production (t) 

1872/73 130,33^,935 

1873/74 113,470.758 

1874/75 87,202.504 

1875/76 74,764.632 

1876/77 79,004.754 

1877/78 107,244.384 



Sales ft) Average Price, earks per tonne 



127, £73. 065 
115,764.729 
87,197.600 
75,666.557 
74,913.813 
103,979.500 



253.31 
: A . 6 7 
221.46 
190.36 
153.88 
139.06 
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1878/79 


127,607.076 


125,390. 632 




126.40 


1879/80 


133,643.071 


140,335. 133 




126.49 


1830/81 


140,515.503 


139,128.392 




131.84 


1881/82 


170,526.521 


171,585.462 




131.40 


1382/83 


175,426.223 


173,354.008 




137.53 


18B3/B4 


148,051.267 


148,770.747 




128.53 


1834/85 


153,111.523 


146,399.745 




121.06 


1835/86 


144,529.356 


151,432.497 




109. «'9 


1836/97 


145,461.259 


144,376.730 




102. 41 


iS87/88 


177,767.940 


178,417.333 




109. 90 


1383/89 


154,635. 160 


156,503.539 




120.27 


1839/90 


175,623.419 


175,226.740 




142.25 


1870/91 


149,307.833 


147,175.226 




139.57 


1891/92 


166,412.269 


168,096.071 




119. 54 


1892/93 


152.449-224 


151 82T 022 




109.22 


1S93/94 


160,754.420 


155,185.797 




102.89 


1894/95 


life 893.594 


164 ''■'7 9'=;5 




98.64 


SOURCE: 


Dortnunder Union Annual 


Reports, 1872/73- 


-1894/95. 




Salfts and Profits 


of the Dortaunder 


Union, in earks 




Spsdai roUed 


All finished 




Profits 




products 


iron and steel 




(Losses) 






products 






1872/73 


32,330,730 


59,893,003 


7 


.034.503. 77* 


1873/74 


31,797,095 


37,948,627 


(4 


.465.422.52) 


1874/75 


19,310,780 


22,761 ,502 




113,304.91 


1875/76 


14,403,385 


18,752,597 




92,260. 19 


1876/77 


11, 527, ■'37 


15,508, 198 


(2 


,065,937.41) 


1877-73 


14,459,339 


20,293 , : : 7 




83,754.85 


1878/79 


15,849,375 


20,331 , 166 




134,168.96 


1879/80 


17,750,990 


20,553,023 




612,245.00 


1880/81 


18,342,686 


21,127,782 




899,211.75 


1881/82 


22,546,329 


26,111 ,496 


1 


,443,942.86 


1882/83 


23,941 ,375 


28,124,592 


1 


,966,714.29 


1883/84 


19, 121 ,503 


22,510,255 




393,881.63 


1884/85 


17,723, 152 


21,005,157 




492,566.33 


1885/86 


16,£rt,05o 


20,001 ,063 




138,264.23 


1886/87 


14,735,620 


17,675,944 




138,419.98 


1887/88 


19,608,064 


23,444,641 




831,035.44 


1885/89 


18,822,685 


23,537,334 


1 


,247,853.22 


1889/90 


24,926,003 


29,560,020 


1 


,667,291.08 


1890/91 


20,541,245 


27,063,905 




817,995.94 


1391/92 


20,094,204 


25,211,fc63 




409,519,56 


1892/93 


It, 532, 1 10 


22,300,892 




409,519.56 


1893/94 


15,967,065 


19,951 ,830 




549,142.54 


1894/95 


16,204,376 


20,365,828 




84,934.14 


1895/96 


n/a 


n/a 




272,646.35 


1896/97 


n/a 


n/a 


1 


,800,258.01 


1897/98 


n/a 


n/a 


1 


,788,990.53 


1398/99 






2 


,262,976.43 



1399/1900-1907/08 n/a 

1908/09 1,844,614 
NOTES: • This figure is described in the balance sheet as the 
RestBewlnni There Mas also, before various deductions, 
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a Re; ngewi nn of 7,916,115.30 raarVs. 
SOURCES: DortauRder Union Annual Repcrts, 1872/73-1S98/99; 

Salina's Bor sen-Papiere (Berlin, Leipzig, Hamburg, 1910) 
p. B7Z, The sales figures in earks were calculated froa 
the two tables ianediately. preceding. 

Norkcrs and Nages at the Dortaunder Union 





Number of 


Average Nunber 


Total ttaoe Bill 


Annual W 




WorkETS as 


of Workers 




pgf capi 




of 30 June 


during the year* 






1873 


12,i02« 


n/a 


18,339,008.31 


n /s 


1874 


9,129* 


n/a 


12,583,035. 70 


n/a 


1875 


7,830- 


n/a 


9,0-14,254.21 


1,151.25 


1876 


6,789 


o/a 


6,464,418.83 


952. 19 


1877 


6,322 


n/a 


5,862,545.83 


927. 39 


187B 


6,833 


n/a 


5.449.548.78 


797,53 


1879 


6,439 


n/a 


5,443,023.64 


846. 37 


1880 


6,750 


n/a 


5,524, 155.73 


918.39 


1881 


6,615 


n/a 


5,849,811.40 


884.33 


1882 


7,638 


7,361 


6,731,960.21 


914.54 


1993 


7,677 


7,801 


7,571 ,914.02 


970. 63 


1884 


7,272 


7,222 


6,931 ,038.02 


959. 71 


1885 


7,129 


7,112 


6,866,721.03 


965.51 


1886 


6,554 


6,648 


6,243,538. 75 


939, 16 


1887 


6,903 


6,402 


6,032,243.25 


942.24 


1888 


7,395 


7,430 


7,093,774.41 


952.18 


1889 


7,517 


7,486 


7,372,850.96 


984.88 


1890 


7,815 


7,941 


8,517,894.2'' 


1 ,072.65 


1891 


7,386 


7,629 


7,993,260.05 


1,047.73 


1892 


7,689 


7,751 


8,303,856.75 


1,071.33 


1893 


7,579 


7,583 


7,735,307.01 


1,019.82 


1894 


7,494 


7,672 


7,779,004. 20 


1,013. 95 


189S 


7,285 


7,297 


7,259,363.71 


994.84 


1896 


7,958 


7,721 


^ 8,229,677.99 


1,065.88 


1897 


8,439 


9,306 


' 9, a 1^,650, 25 


1,133.36 


1899 


8,696 


8,539 


9,914, 140. 61 


1 ,161.04 


1899 


10,238 


9,993 


11 ,730,211.36 


1,173.84 



NOTES: **Year" refers to the Dortnunder Union's fiscal year 

of 1 July - 30 June, net to the calendar year; it is to 
be understood as the average number of workers enployed during 
the twelve months preceding the 30 June of the year in question. 
" This cd-i c-ly be calculated once the average number of workers in 
the precedi-g twelve sonths is known. These calculations were 
copied froiE the Di^rtmunder Union Annual Reports, and were not worked 
out by ayself. They do not seem to have been distorted by including 

the wages cf managsria! staff. 
« The 'Jriz-^ a'^r enpioyed 169 managerial staff at its factcripc 

( Est- i Eb?':g£-te ) and 165 Managerial staff in offices ( Bur&ai.ibeaT:te ) . 
«• Plus 273 ntanagerial staff ( Beaatel . 
• Plu3 213 itianagerial staff ( Beamte ) . 
SOURCE: Dortaunder Union Annual Reports, 1872/73-1898/99. 
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1B72/73 



Dividends of the Dortaunder Union. 
Class "B* ordinary 
12 



(in X) 



Never received any more dividends after this. 
Class 'A' preference 



1878/79 
1979/SO 

1B80/B1 
1881/32 
1882/83 
1883/84 
1884/89 
1883/86 
188&/B7 
188"/8S 
1888/89 
1889/90 
1890/91 
1891/92 
1892/93 

1896/97 

18^7/98 

1898/99 

1899/1900 

1900/01 

1901/02 



Class "C 



0 
2 

4 
5 
1 

!*/♦ 

1/3 

1/3 

2 

3 

4 

2 

1 

1 

' preference 
5 

5 
6 
7 

0 
0 



SOURCE: 



Class 'C 
reduced 



Class *D' preference 



1902/03 
1903/04 

1904/05 

1905/06 

1906/07 

1907/08 

1903/09 
Salina's Borsen- 
34th edition, p. 



Paoiere 
872. 



ordi rary 
by 60X 

2 S 

2 5 . 

2 9 

2 9 

3 9 
2 9 
2 5 

(Berlin, Leipzig, Hamburg, 1910) 



Share price in Berlin on the last trading day of the year (in X) 



1872 
1873 

1874 
1875 



Class "8" ordinary 
600 earks par value 
171 

83 9/8 

30 

10.9 



Class 'B' ord. 
300 narks p. v. 



Class "A* pref. 
300 narks p. v. 
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1876 


S.l 


- 


— 


1877 


4 


- 




1378 


6.1 


13.2 


46.9 


1879 


15.6 


28.5 


96.73 


1B80 


12.1 


26.25 


89.75 


1881 


15 


34.9 


104. 75 


1882 


13.4 


28 


89.4 


1883 


Not quoted 


24.2 


83 


1884 


e 


17 


61.5 


1B8S 


8.9 


19 


58.3 


1886 


Not quoted 


22 


68 


1887 


10 


not quotEd 


65.75 


1B8B 


No iBore 




97. 


1889 


quotations 


not quoted 


137.25 


1890 


- 


not quoted 


84.5 


1891 


- 


not quoted 


5^.2 


1892 




not quoted 


54. 1 


1893 




14.5 


56.3 


1894 




no Bore 


58.5 


1895 




quotations 


53 


1896 






49.9 


1897 






48.5 



Class "C" preference issued 10 March 1896 at a price of 
101.75%. The share price in Berlin was: 

1896 102.25 

1897 98.1 

1898 98. 5 

1899 133.25 

1900 82,2 

1901 42.3 These shares Here also traded in Hamburg and Essen. 

The reduced (by 60Z) Class "C Mere issued in 
Noveeber 1902 at 66?., the new preference class "D" 
at 102%. The share prices in Berlin Here: 
Class 'C" Class "D* pref. 



reduced 

1902 71.8 I'^T.TS 

1903 84.3 1U2 

1904 87.25 102.4 

1905 100.7 106.6 

1906 83 104.75 

1907 55.8 92 

1908 61.4 93.1 

1909 96 99.8 



SOURCE: Salinn's BSrsen-Paoiere (Berlin, Leipzig, Hamburg, 1910) p. 872. 
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E. Financial History of the Portaundw Union. 

A glance at the quotations for the class "B" shares 

Mill show hoM rapidly the -fortunas of tha Union daclinad 

from the boom years of 1872 and 1873: the share price went 

from 171X at the end of 1872 to 4% at the end of 1877. The 

Union had many chronic problems, which Mere rMponsible for 

its lengthy misery; but the acute problems of the early 

1870 's, Mhich caused such a reversal in the company's 

fortunes, are also worthy of examination. The chief reason 

Mas that the Union Mas caught Mith far too high stocks 

(inventories). Adolph von Hansemann, in an unusual flash of 

insight, also realized this. On 18 June 1874 he tirote to 

Freih«'r Abraham von Oppenheims 

"Reports about the general situation of the iron 
industry are so depressing that hopes for 
dividends in this scNitor are very weak C das eefOhl 
^ur Dividgnden au-f diesem Gebiete recht schwach 
ist ) . The prices for rails, bar iron etc. have 
fallen by 40 to SOX in a relatively short period. 
The hardest hit are MOrks which entered this bad 
conjuncture with large stocks of raw materials and 
finished products. The Union is one of these."*" 

Statistics bear out Hansemann 's analyslss 

Value of Warehouse Stocks at the Oorteunder Union, 

1872/73 - 1876/77 

Value (in marks) Decline vs. Decline vs 

previous year 1872/73 

1872/73 13,753,031 

1873/74 9,795,111 38.6% 38.6% 

1874/75 8,136,550 16. 9X 49X 

1875/76 5,745,111 29.4% 647. 

1876/77 5,643,700 1.8*/. 64.6% 

SOURCE: Annual Reports of the Dortmunder Union, 1872/73- 
1876/77; the figures for the Marehouse stocks of 

the Svabensverke are taken from marginal notes 
made by an indignant shareholder in the annual 



25. Mil helm Treue, Die Beschichte der Ilseder Htttte (Peine, 

1960) p. 115. 
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reports in possession of th» UMtfUischttS 
UirtBchaf tsarchiv, Dortmund. 

The stock lomM* of 6.1 ail lion marks Mould sore than 
account for the Dortmunder Union's loss of nearly 4>^ million 
marks in 1874/79; the high level of stocks also explains why 
the Dortmunder Union moved into loss so rapidly after it was 
founded, instead of descending aore slowly into the abyss as 
the depression deepened in the IBTO's. 

But three years after the Union was founded, its 
horrendous losses brought it to the verge of collapse. An 
extracM^dinary general meeting met on IS February 1875 to 
stave off the worst. It enacted the first reorganization of 
the Unions all the shares Mere reduced from a par value of 
600 marks to 400 marks, the ei|uity of the Union was 
accordingly reduced from 39.6 million marks to 26.4 million 
marks, giving a book profit of 13.2 million marks which was 
used against the loss of 1373/74, and for various write- 
offs. This part of the capital, the original equity of the 
Union, was henceforth known as the class '*B'' shares, which 
were now worth 66 2/3X of their cviginal value. The Union 
obtained new capital through issuing IS million marks worth 
of 6X cumulative preference shares, which were called class 
"A" shares.** f Cumulative preference shares must be paid all 
arrears on dividends due them before the ordinary shares can 
receive a dividend; if they receive only S% one year, they 
must receive at least 7% the following year, before a 
dividend can be paid on the ordinary shares.) The plan to 

26. Sal i no's Borsen-Papi ere 34th Edition 1910/1911 . p. 870; 
Stillich, Eisen- und Stahl-lndustrie. pp. 130-131. 
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iMu« th«M shwM «ust hav« bmm Arrangad by thm b«9inning 

o-f November 1874, when Carl Meyer, Krupp's representative in 
Barlin, roport«d to the Krupp Prdcurist Sophus.GociM in 
Essen that the Finance Minister Carl Hermann Bitter said 
that tha Union naa all right so far as funds Mara cancarned« 
Binca tha banks had underwritten its securities. At the 
same tiae, hoMever, Krupp was itself aaking a bcand issue, 
and this absorbed the little deoand there Mas in 1874 for 
heavy industrial securities. Hence, wrote Meyer, 
Rothschild's hostility to the Krupp loani M. A. von 
Rothschild & Sbhne had been one of the founders of the 
Union, and Rothschild was heavily engaged in Union 
preference shares.*^ As head of the Seehandl dung , Bitter 
would be in a position to know of plans for new issues, 
since the Seehandl ung underwrote all sorts of industrial 
securities in thasa years, including in 1873 the 6% 
Dortnundar Uhion bonds."* 

The problem was a widespread one in Rhineland— 
Westphalias the iron and steel fires needed new capital, yet 
there was no market for their securities. The bourse was 
totally demoralized. In March 1876 Louis Baare suggested to 
Wilhelm Heinrlch MQller that MQller succeed Baare as Seneral 
Director of the Bochumer Verein fur Bergbau und 
Ousstahlfabrikation, and MOller wrote to his father the 

27. Carl Meyer, Berlin, 3 November 1874 to Sophus Boose in 
Essen, H. A. Krupp NA XV 1439 fol. 24. 

28. Otto Glagau, Per Borsen- und Brundunas-Schwindel in 
Deutschland. (Zweiter Theil von "Per Bdrsen- und BrQndunas- 
Schwindel in Berlin") (Leipzig, 1877) pp. 347-348. 
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following opinion of the Bochuner Verain's financial 



situation: 

"The -Financial situation of the company is, 
although by no means disturbing, still not 
favourable. The intended financial operation - 
the issue of a million thalers of preference 
shares - has not succeeded and my opinion is that 
it cannot be realized under present circumstances. 
The company is thus financially dependant on its 
bankers *- namely Schaaf f hausen. 

Too many heavy industrial securities Mere chasing a market 

Mhich did not exist. In the case of the Union, its 

underMTiters had to buy all these preference shares at par, 

because the existing shareholders refused to exercize their 
» 

rights. The issue Mas 2/3 underwritten by the Disconto- 

Gesellschaf t , the remainder going to the other banks, namely 

Rothschild, Oppenheia, and Mil helm von Born. The Disconto- 

Basel Ischaft decided it would dig into its deep pockets and 

provide the Union Mith the resources it needed in the hope 

that the competition would collapse so the Union could 

control the market during the next upswing. Hansemann and 

Eoil Russell said as much to Carl lieyer* who wrote, jto Sophus 

Goose on 13 March 1876, comatenting on the low rail prices: 

"lt2 marks is now a vary desirable price, since 
contracts are already being concluded at 1S6 
marks! The competition is going still lowari it 
is claimed that the Union will eventually go as 
low as 150 marks! The Union does not amortize its 
capital, and does not need to do so. In fact, at 
the moment the Union is identical with the 
Di scontc-Gesel 1 schaf t . The DB does not care at 
all if -the Union operatBS at. a loss — the Union 

iust must and will continue to operate. Hansemann 
and Russell have assured me of this in all 



29. Scheibler and Wulfrath, Westdeutsche Ahnentafeln p. 
227. 
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seriousness! 

Ending every sentence with an exclamation point was the 

Krupp house style. 

The Di sconto-Gesel 1 schaf t felt it had to defend its 

underwriting of 10 mi 11 ion marks worth of Union shares, and 

did so in its annual report for 1875: 

"The founding of the Union was a most correct and 
loyal operation. It occurred at a time when the 
iron prices were still normal, and there was no 
excess in the valuation of industrial securities. 
Not in the formation, but rather in the 
development of the Union lay the cause of the 
subsequent calamity. When the iron conjuncture 
suddenly became a strong boom and the continuing 
increase in their price made the Union's shares 
into a speculative favourite, the day— to— day 
management lost its objective judgement and its 
grip on the reins ... It is a documented fact 
that the Di sconto-Gesell schaf t did not neglect its 
duty as a banker ( Bangui er ) to counsel caution. 
Long before Herr Russell took over the 
reorganization the Di sconto-Gesel 1 schaf t tried 
everything to stanch the financial overburdening 
of the Union. In connection with the successful 
reorganization a turn to the better has already 
now begun- Experience should teach that the 
Di sconto-Gesel 1 schaf t ' s conduct in this was 
correctly suited for the Union's interest as well 
as for its own." 

A few sentences before this the bank observed that earlier 

it had had a similar experience, and found that in a very 

short time it had been able to sell the preference shares at 

a profit. This almost certainly referred to David 

Hansemann's reorganization of the Phoenix, Actien- 

Gesell schaf t fur Bergbau und Huttenbetr i eb in 1859-1860, 

when the banks converted their loans into preference shares, 



30. Carl Meyer, Berlin, 13 March 1876 to Sophus Goose in 
Essen, H. A. Krupp, W A IV 1439 fols. 150-151. 

31. Di sconto-Gesel 1 schaf t Annual Report 1875 pp. 5-6, in: 
Deutsche Bank, Historisches Archiv. 
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and MBr» soon able to sell the«e shares at a profit. Yet 
Mhen David Hansemann carried out this reorganization, he had 
also reduced the value of the ordinary shares not by a 
third, but by 90X in one blOM. Not until the gold mark 
balance sheets of 1924 would another German company reduce 
its capital by so nuch at once. Because the reorganization 
was so severe, it was very successf ul .^^ This is what 
distinguishes the reorganization of the Phoenix and the 
reorganization of the Dortmunder Union, the reorganization 
of Hansemann father and the reorganization of Hanseaann son. 
To be fair to Adolph von Hansenann, his father enjoyed 
certain advantages when reorganizing the Phoenix which his 
son did nots the Phoenix had been founded in 1852, and the 
Disconto-Gesellscha-f t only became involved with it from 
1857. David Hansenann thus Mas an outsider, could break 
with the past and carry out a severe reorganization without 
hurting his bank's reputation. The Dortmunder Union, on the 
other hand, was founded a mere three years before the first 
reorganization, and the Oisconto-Gesellschaf t was extremely 
closely associated Nith it. A severe reorganization, 
possibly including a break-up of the Union into its various 
components, would have been a severe loss of face. This 
then brings us back to the different characters of the son 
and the fathers the father who cared little for appearances, 
and who ruthlessly reached for the heart of the matter} and 
the son, for whom appearances were everything. , 
Ho sooner than three years after the first 

32. Stillich, Eisen- und Stahl -Industrie pp. 146-150. 
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reorganization of the Union, a new reorganization *«ae 
needed. The class "A" preference shares received no 
dividends at all, let alone 67.; the Union, which, like most 
German ironiMirkB, sold its rails Nith a replacement 
guarantee for several years, had to replace numerous rails; 
and the Union Mas afflicted by a number of bad debts, most 
notably due to the collapse of the rail May contractor 
Ferdinand Plessner, who cost the Union 700,000 marks. In 
1876/77, the Union lost 2 million marks. So on 14 March 
1873 another extraordinary general meeting gathered and 
decided on a furth«r capital reduction. The par value of all 
the shares - class "A" as well as class "B** - Mas reduced 
from 400 marks to ZOO marks. An investor in class "B" now 
had only SOX of his original investment left, an investor 
in class "A" only 7S7m, The company's equity was now 11.25 
million marks worth of class **A*', and 19.8 million marks 
worth oi class "B". The Union was then empowered to issue 
another 30 million marks worth of class "A" sharess in the 
event, the Disconto-Gesell shaft bought up 2,000,400 marks 
class "A" in 1877/78, 3,695,400 marks in 1878/79, 8,373,700 
marks in 1879/80, 4,058,700 marks in 1880/81 and 3 million 
marks in 1382/83 - a total 21,148,200 marks worth o-f class 
"A", Which including the previous figure gives us 32,398,200 
marks class "A". Finally, the class ''B'* shareholders were 
allowed to convert their shares into class "A", under a 
formula whereby three class "B" were worth one class "A". 
Most of the class "B" shareholders took advantage of this 
offer, since it was the only prospect they had of obtaining 



a dividends tha Mount of class "B" outstanding fell frofli 

19-8 iniHion in June 1978 to 5,837,400 in June 1879. Since 

there Mas noM de Jure ( if not de facto) only one class of 
Dorteunder Union shares, the class "A" shares lost their 
status as preference shares and also lost their claim for 
any dividend arrears. An investor in class "B** now had only 
one-sixth of his original capital left, or less than 17%.^™ 
In the decade of the 1880 's the situation of the Union 
appeared to stabilize: the decade passed without another 
capital reductiont and the class "A" shareholders even 
received a dividend every year - albeit often only 1/3%. In 
the 1890 's, hoMever, the situation of the Union again 
deteriorated. The Union's debts rose from 20.3 million 
narks in 1892 to 29.3 million marks in 189S. Of this last 
figure, 8 million marks Morth Mas bank debt - owed to the 
Disconto-Gesellschaf t. Another reorganization was 
necessary. After a fiasco at the extraordinary general 
meeting of 25 January 1896, where the shareholders refused 
to vote through the Ss2 capital reduction proposed by the 
board, a second extraordinary general oieeting was summoned 
for 26 hkiveffibcHr 1896. At this meeting, the shareholders 
pushed through a milder capital reduction: 5071, giving a 
capital of i9>-/aK million marks class "A". These reduced 
shares Mere then put on an equal basis Mith the 13'/( million 
class "C". An original investor in the 600 marks class "B" 
shares Mould have had only one-tMelfth, or 8 1/3X of his 



33. Salinq's P orsen-Fapi ere 34th edition 1910/1911 p. 870; 
Stillich, Eisen- und Stahl -Industrie, p. 132. 
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original invciBtiMnt Is-ft.** 

Over the next -few years the Union's situation seetned 

to ifliprovs. Tho class "C** shares rscBivsd a dividend of SX 

for 1896/97 and 1897/98, ar»d as the boom of the nineties 
reached its peakt the dividend increased; the class "C** 
shares received 6% for 1899/99, and 7% for 1099/1900. The 
Union could even undertake a capital increases the general 
meeting of the shareholders on 16 Septeaber 1899 authorized 
the Union to issue an additional 9 million oiarks worth of 
class "C". These shares were issued to pay for the 
acquisition of all the Ku>;en of the Gewerkschaft Mengeder 
Steinkohlengruben, which owned the colliery "Adolf von 
Hansemann". Then the iron industry was struck by the severe 
crisis of 1900/1901, and the Union, as always, suffered 
disproportionately. Ttie Union was also hurt by its usual 
bad luck: on 8 January 1901 there was a fire-damp explosion 
at the colliery, "Adolf von Hansemann", in which 
fortunately only two miners were killed, but the explosion 
did cause 2*/* million marks worth of damage. The time had 
arrived for the Union's fourth and final reorganization. An 
extraordinary general meeting on 9 June 1902 reduced the 
share capital of the class **C" shares from 42 million marks 
to 25.2 million marks, or in the ratio 5:3. The 
shareholders had to hand in their shares, and of every five 
shares two were destroyed and the remaining three returned 
as stamped class "C". An original investor in the 600 marks 



34. Salinq's B6rsen-Papi ere 34th edition 1910/1911 p. 870; 
Stillich, E^sen- und Stahl Industrie , pp. 133-134. 
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class "B" would have only one-twentieth, or 5% of his 
original investment left. Six hundred marks invested in the 
original shares of the Dortmunder Union would be worth only 
thirty marks by the end of 1902. The bourse had not been 
too gloomy when it priced Dortmunder Union class "B" shares 
at 4% at the end of 1877; if anything, since this price did 
not take account of lost interest, it was too optimistic. 

As usual, the Union obtained new funds through issuing 
a new class of preference shares: 10.8 million marks worth 
of class "D", entitled to a dividend of 5%. Only after the 
class "D" had been paid 5*/. could the reduced class "C" 
receive 471; any surplus remaining after that was to be 
distributed evenly among the shares according to the amount 
of their par value. The old class "C" shareholders could 
subscribe for these new class "D" at par, under the terms 
that four old class "C" entitled the shareholder to buy at 
par one new class "D"; this offer remained open until 4 July 
1902. The Di sconto— Gesel 1 schaf t then underwrote any class 
"D" which were not taken up by purchasing them at par.^" 

Something rather remarkable occurred, however, when the 
Di sconto-Gesel 1 schaf t applied for the listing of these new 
class "D" shares on the Berlin stock exchange. Normally 
this was a rubber — stamp procedure. But this time even the 
patience of the committee which admitted shares to quotation 
(the Zul assungsstel 1 e ) was exhausted. It refused to allow 

35. "Eine Wetterexpl osi on im Fbrderschachte der Zeche 'Adolf 
von Hansemann ' " in: Berg- und Huttenmanni sche Zeitunq 
(Leipzig, 15 February 1901) vol. 60, No. 7, p. 85; Sal inq 's 
Bbrsen-Papiere 34th edition 1910/1911 p. 870; Still ich, 
Eisen- und Stahl -Industrie , p. 135. 
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the noN aharas tQ bagin trading until it had amm tha 

Union's annual report for the following year. The Disconto- 
Gesallschaft tharaupon cooplainad to tha 3Ht— tulcnlliiiua 
of the Berlin Kauf mannschaf t (the committee of aldermen of 
tha Berlin marchant ccMnnunitys the peculiar antique 
association which served Berlin in lieu o-f a modern chamber 
of commerce), which had responsibility for the Berlin stock 
exchange, and the Kl teatenkol 1 eoi ue overruled the 
Zul assunasstel 1 e . It was, however, a remarkable 
deaonstration of how low the reputation of the Dortaunder 
Union had fallen.** 

There is a depressing rhythm to the financial history 
of the Dortmunder Unions every decade, the company required 
a reorganization. We do not know how the rest of the Union 
developed after 1906, but if the situation at Horst is any 
guide - and the Horst works, formerly Neuschottland, was 
usually one of the more profitable divisions of the Union - 
another reor yat^izati on lay around the corner. Horst had 
only one blast-furnace in operation, and had to sell its 
special iron at below the cost of production. In 1909/10 
Horst lost 80,466.74 marks, only the third loss in its 
history: the other two losses occurred in the catastrophic 
years 1876/77 and 1901/02. The Union, in the opinion of 
Karl Hews (the historian of the Hdrst works) was only saved 
by a white knight - the merger on 8 September 1910 into the 
Deutsch-LuxejHburgische Bergwerks- und Hdtten-AB of Hugo 



36. Lindenberg, Spekul ati onsbank . p. 22 note} Stillich, 
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Stinnes. The merger into Deutsch-Lux nearly cut the share 

capital in half again, because 42 million marks worth of 

Union shares were exchanged for 22.2 million marks worth of 

Deutsch-Lux shares. This merger meant that Deutsch-Lux 

increased its share capital to 100 million marks. The 

Union's shares were exchanged according to the formula that 

6000 marks worth of class "C" was swapped for 3000 marks 

worth of Deutsch-Lux, and 10,500 marks worth of class "D" 

was swapped for 6000 marks worth of Deutsch-Lux . An 

original investor in the 600 marks class "B" shares of the 

Dortraunder Union would end up with 15 marks worth of 

Deutsch-Lux shares, or 2*/^% of his original investment. 

From first to last, the Dortmunder Union was a disaster. 

A number of pre-war writers on economic questions — 

namely Otto Lindenberg, Oskar Stillich, Robert Liefmann and 

V.I. Lenin - assert that the Di sconto-Gesel 1 schaf t reaped a 

profit from these reorganizations, by charging the Union 

interest and other fees and palming Union shares off on the 

public. This is incorrect, and I shall show with the 

example of the class "A" shares that the Union actually cost 

the Di sconto-Gesel 1 schaf t a considerable amount of money. 

Lenin, in his Imperi al i sm . quotes Hilferding: 

"All reorganizations and reconstructions have a 
twofold significance for the banks: firstly, as 
profitable transactions; and secondly, as 
opportunities for securing control of companies in 
difficulties. " 



37. Mews, "Neuschottland 1856-1756" pp. 47, 57; Gerhard 
Gebhardt, Ruhrberqbau. Geschichte, Aufbau und Verflechtunq 
seiner Gesel 1 schaf ten und Qrqani sat i onen (Essen, 1957) p. 
231. 
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Lcmin's siiOMiary of the hi story of tha Union is Morth quoting 

in fulls 

"The Union Mining Company of Dortmund was foundod 
in 1872. Share capital Mas issued to the ainount of 
nearly 40 million marks and the market price of 
the shares rose to 170 after it had paid a 12 per 
cent dividend for its first year. Finance capital 
skimmed the cream and earned a trifle of something 
like 28 Million narks. The principal sponsor of 
this company was that very big German Disconto- 
Gesel 1 schaf t which so successfully attained a 
capital of 300 million marks. Later, the 
dividends of the Union declined to nil| the 
shareholders had to consent to a 'writing down' of 
capital, that is, to losing some of it in order 
not to lose It all. By a series of 
'reconstructions' more than 73 million narkS W«ro 
written off the books of the Union in the course 
Of thirty years. 'At the present time, the 
original shareholders of the company possess only 

5 per CE>nt of the nominal value of their shares' 
but the banks 'earned something' out of every 
'reconstruct! on ' . * *• 

In addition to incorrectly assuning that the banks made 

money from reorganizing the Union, the 28 million marks 

worth of cream which finance capital skimmed off is Lenin's 

own invent ion I he is assuming that the banks Mere able to 

realize all their holdings at the high price of 170%, which 

is extremely improbable. The idea that the Disconto- 

Gesell schaf t profited from reorganizing the Dortmunder Union 

Lenin has taken over from Oskar Still ich. Mho has Mritteni 

"This is the key Mhy a bank like the Disconto- 

Gesell schaf t has not been bled to death by the 
Dortmunder Union. The Di sconto-Gesell schaf t all 
the time made huge cash advances to the Union, but 



38. Rudolf Hilferding, Finance Capital, ft Study of the 
Latest Phase of Capitalist Peveleoment ed. Thomas Bottomore, 

transi by Morris Watnick and Samuel Gordon (London, 198i> pa 
126; V.I. Lenin, Imperialism, the Highest Stage of 
Capitalism (Moscow, *''1978) p. 54; V, I. Lenin, Collected 
Works vol. 39: Notebooks on Imnerialism (Moscow, 1968) pp. 
52-53, 375; Lindenberg, Spekul ati onsbank . pp. 22-23| 
Stillich, Eisen- und Stahl -Industrie , pp. 133-134. 
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received for them securities in exchange and sold 
these on to the public. As a result the Di sconto- 
Gesel Ischa-f t should not have suffered any losses 
because of the Union, to say nothing of the 
profits which are linked to these credit 
transactions. 

I shall demonstrate that the reorganizations of the 
Dortmunder Union cost the Di sconto-Gesel 1 schaf t a good 
amount through the example of the class "A" preference 
shares, because the Di sconto-Gesel 1 schaf t made the most 
revealing admissions about these in its annual reports. The 
Di sconto-Gesel 1 schaf t said in its annual report for 1875 
that it had underwritten two-thirds of the issue of five 
million thalers worth of Union preference class "A" shares. 
According to Sal i no's Borsen-Papiere . all issues from 1878 
onwards were underwritten by the Di sconto-Gesel 1 schaf t 
alone; Rothschild and Oppenheim had evidently had their fill 
of Union preference shares. All these shares were 
underwritten at par. Yet the price of the class "A" rose 
above par in only two years: 1881 and the extraordinary 
boom year of 1889. Clearly, the Di sconto-Gesel 1 schaf t must 
have lost substantial sums because it kept on having to 
swallow Union paper, yet we find only one admission of this. 
In its annual report for 1879, the Di sconto-Gesel 1 schaf t 
said it had reduced its account of securities with special 
reserves from nearly 28 million marks to around lA*/^ 
million marks. Most of the reduction was accounted for by 
the sale of 8,211,300 marks worth of Dortmunder Union 
preference shares. These yielded 5,013,893 marks, or an 



39. Stillich, Eisen- und Stahl -Industrie , pp. 133-134. 
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average price of 61%, which mean the Di sconto-Gesel Ischaf t 
lost 3,177,407 marks. The Di sconto-Besell schaf t seemed to 
regard dl'/. as a good price - and since the class "A" had 
been quoted at 46*72% at the end of 1B78, one can only 
agree. The Di sconto-Gesell schaf t also said that it had been 
able to sell the latest issue of Dortmunder Union preference 
shares at a profit in the new year, namely 1880.^" It is 
difficult to synchronize events between the Dortmunder Union 
and the Di sconto-Gesel Ischaf t because of the six month lag 
between the two companies' fiscal years. I shall assume, 
however, that the entire issue of the class "A" for 1879/80 
- 8,393,700 marks - was sold above par. I shall also 
assume, since the closing price for 1381 was above par, that 
the issue for 1880/81 - 4,058,700 marks - was also sold 
above par. The Di sconto-Gesel 1 schaf t almost certainly lost 
money on all the other issues; the only possible exception 
could be the issue of 3 million marks in 1882/83, if the 
Di sconto-Gesel 1 schaf t held onto these shares until 1889, 
which is unlikely: the bank would almost certainly have 
preferred liquidating its holdings at a loss of 15% to 
carrying a long-term and risky investment on its books. I 
shall now estimate how much money the Di sconto-Gesel 1 schaf t 
lost on these various issues- The Di sconto-Gesel 1 schaf t 
took up 10 million marks worth of the initial class "A" of 
1875. These were then reduced to 7*/^ million marks by the 
reorganization of 1878. Adding the issues of 1877/78 and 

40. Paul Steller, Handbuch fiir Capi tal i sten. Ein Sammel- und 
Nachschl aqewer k fur Privatleute und Bankiers 
(Grunberg/Si lesia, 1881) part two, pp. 124-125, 724. 
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1B78/79 gives us a total value of 13,195,800 marks at par. 
8,211,300 marks o-f this was sold at hlX in 1879. Assuming 
the remaining 4, 984, SCO marks was sold previously at 60% 
(and the Discento-Oesallscha-ft did consider 61% a very good 
price) the Disconto-Besellschaf t would have lost 40% on 
these class "A", or 1,993,800 marks. For the later issue of 
1S82/83, I will assume a price mid-way between the closing 
prices of those two years - 85X, which would mean that the 
Disconto-Gesellschaf t would have lost 450,000 marks on that 
issue. The losses add up as follows: 



25% loss due to 1878 

capital reduction .2,500,000 

40% loss due to sales 

of class "A" before 1879 1,993,800 

39X loss due to sale 

of class "A" in 1879 3,197,407 

1S% loss of the class 

"A** issue of 1882/83 450,000 



Total losses 8,141,207 



1 have purposely made these estimates on the low side. The 
point I wish to bring out is that the Disconto-Besellschaf t 
lost a substantial amount because of its involvement with 
the Dortmunder Union. Eight million marks is a minimum for 
the class "A" alone. The figure was almost certainly much 
higher, but 8erman banks in this period almost never broke 
out their holdings of securities for their own account, and 
Disconto-6esellschaft annual reports do not readily confess 
to losses. I have only been able to estimate the eight 
million figure because of the revealing admission in the 
1879 annual report. The assertion by Lindenberg, Stillich, 
Liefmann and Lenin, and the general observation by 
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HilferdinQi that the Disconto-Gesellscha-f t did not loM any 
aoney Mhen reorganizing the Union is therefors false. 

Why then did the Disconto-Gesellscha-ft, in Stillich's 
Vivid phrase, not bleed to death? One of the aost ieportant 
reasons Mhy the Disconto-Gesellschaf t did not bleed to death 
is because the most difficult reorganizations of the Union " 
those of 1875 and 1878 - happcmed at a tiee when the bank 
had extremely ample reserve funds. During the boom years of 
the BrQnder jahre the Disconto-Gesellschaf t had salted auay 
its extraordinary profits in its reserve funds. Now it drew 
down these reserves to pay for the reorganizations of the 
Union. The later reorganizations of the Union-— those of 
1896 and 1902 - took place in a more buoyant economic 
climate than the dark days of the 1B70'b, and put the bank 
less at risk. Secondly, the share capital of the Dortoiunder 
Union was always smaller than that of the Disccsnto- 
Gesel 1 5chaf t , and shrank relatively as the years went on. 
By 1872 the Disconto-Gesellschaf t already had a share 
capital of 60 million marks. The Union, by contrast, never 
exceeded the limit of 42 million marks. Thirdly, the 
secondary market in Union shares always remained buoyant 
enough so that the Oi&conto-Gesel Ischaf t could relieve 
itself of some of this paper* It was not able to sell Union 
paper at a profit, as Stilllch alleges — it usually sold at 
a hefty discount - but at least the Disconto-Gesellschaf t 
did not have to bear all 73,050,000 marks of losses alone. 



41. Lindenberg, Spekul ationsbank . pp. 46-47; Stlllich, 
Eisen- and Stahl -Industrie, p. 136. 
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At Morst, thm Disconto-GmMllschaft lost half that figure. 

Fourthly, because these losses took place over a period of 
thirty yearst the Disconto^Gesellschaft could steadily Mrite 
them off against its less spectacular but more reliable and 
profitable lines of businessi discounting bills of exchange, 
running current accounts t undertiriting governnent 
securities. 

Perhaps the greatest loss to the DiscbntoHSesellschaft 

- and the least easy to quantify - was the opportunity cost 
of the ventures it could not participate in because its 
funds were tied up in the Union, and the related loss of the 
huge aeount of valuable aanagenent time spent upon the 
Dortmunder Union. Paul Stall er, a financial Journalist and 
a lobbyist for the Rhenish engineering industry* once saw 
Adolph von Hansemann presiding over a general meeting of the 
shareholders in Dortmund, where he kept himself wrapped in 
deepest silence - evidently he was bitter that in spite of 
his other successes, he still did not have any luck with the 
Dortmunder Union. On another occasion Hansemann showed a 
greater sense of humour. A professional corporate gad-fly, 
the Berlin private banker Jarislowsky, asked Hansemann in a 
general meeting of the Di sconto-Gesel 1 schaf t how things were 
with the Dortmunder Union. Hansemann cupped his hands around 
his mouth, and shouted " Paul ! * It is interesting to note 
that Steller, Jarislowsky and also Jacob Riesser were aware 
that the Dortmunder Union lost money for the Disconto- 
Gesel 1 schaf t. Perhaps this is because they had the 
advantage over Lindenberg, Stillich, Liefmann, Hi 1 fording 
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and Lenin o-f a practical knowledge of business affairs.**^ 
Be-fore I proceed to discuss the industrial causes of 
the problems of the Dortntunder Union, I would like to 
rehearse again the financial causes. An early financial 
problem was inadequate stock controls, resulting in severe 
stock losses and the first crisis of the Union after iron 
prices collapsed m 1873. Secondly, although the Disconto- 
Gesellschaft reorganized the Union on no fewer than four 
separate occasions, tne reorganizations were never severe 
enough: Adolph von Hanseinann never slashed the Gordian knot 
the way his rather haa at tne Phoenix m 1359-60. 
Curiously, rne Union Ooes nor seem to have been too highly 
geared: tne oalance sneec of 30 June 1909' snows some 29 
All ii ion narks in various aebts v23^/2 million in bonds and 
other secured debts, the rest owing to bankers and 
suppliers^ versus 42 million marks in equity.*^' This was 
not Highly geared for tne industry - Stinnes, Thysser* and 
Krupp were more nighly geared than this — but the Union was 
too weak to support such a burden. The Union could not even 
support the burden of a huge share capital: whenever the 
Union approacned or exceeded the figure of 40 million .xarks. 
It collapsed. Tbe Union s problem was not that its debts 

42. Hans rurstenberg, Carl Furstenberq. Die Lebensqeschi chte 
eines deutschen Bankiers 1S70-1914 i Berlin, 1931) p. 212; 
Paul Steiier, Fuhrende Planner oes rhei ni sch-westf al i schen 
Wirtschaf tslebens. Personliche Erinnerunqen (Berlin, 193C) 
pp. 25-27; Jacob Riesser, Die Deutscnen Grossbanken und ihre 
Konzentrati on im Zusammenhanq ffii t der Entwicklunq der 
Cesamtwirtschaf t in Deutschlar.d iJena, *1912) pp. 392-393. 

43. Salinas Bdrsen-Paoi ere . 34th edition 191Q/191 1 . pp. 
670-B73. 
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W0re too high, but rathor that it had too Much tfquity 

capital in issue, and never reduced this severely enough. 
Tha third causa of the Unicm'e troublos is the aost 
intarMtings this is the strategy of the Disconto- 
Gesellschaft during the 1870 's. This is reveal ckI by Carl 
Meyer's letter of 13 March 1876, Mhich I have quotCKl above, 
(pp.ZS5-2Sa The Disconto-Gesellschaf t was not bothered by 
the Uhion's losses, so long as it continued to produce flat 
outs the Oisconto-Cesellschaf t hoped that this would drive 
less financially secure cooipetltors out of business, 
ultiaately strengthening the position of the Dortaunder 
Union. The DiscontoHSesellschaft believed it had the 
advantage of deep pockets, and wanted to exploit this. Thus 
the Disconto-Gesellschaft and the Oortounder Union aade 
insufficient efforts to coms to grips with the Union's 
problens. Although this actual policy almost certainly did 
not continue beyond the 1870's, this heritage of profligacy 
seems to have persisted, and the severe reorganization which 
the Union really needed never nateriaiized. 

During the boon years of 1872 and 1873, the Oorteunder 
Union hired anyone it ccxild find, and the total number of 
Horkers shot up to a peak of 12,102. The sudden reversal in 
the Union's fortunes led to mass dismissals. On 2h July 
1874 Milhelm Hainrich Muller wrote to his father to say 
("This is confidential") that the Union had already fired 
4000 workers and nearly 100 management personnel. The 
dismissals continued until the number employed reached a low 
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of 6,322 in 1877 - a oecline of 43:4. The number of 
employms thereaftar fluctuatsd around the figure of 7000* 
The Dorrmunder Uni,on did not experience, unlike the 
Gelsenklrchensr BargMarks-Actian-6M«llschaf t, a steady 
groi«th in the number of Its etnployeea. A worker at 
Gelsenkirchen could feel a part of an enpandingf groMing 
team, and never need fear for his job; the deeoralization at 
the Union, on the other hand, must have been very bad 
indeed.^"* 

The development of the union aggravated thi^ 
demoralizaticMi. The ideal of Ruhr management was to build 
up an fit ijfci Ltjr stamm (literally, "core inMark-f orce", but with 
stronger emotional implications) or a Hikttenf amj^ }io (an 
"ironMorks family") Mhich Mould ba Mon over to the 
individual company rnrough generous provision of social 
amenitiesi worker's housing, old age insurance, crfiches, 
ki naer gar tens, communal laundries, iTiedical provisions. But 
one could not build up a ^rue Arbel ■terstamm If the number of 
employees had to be reduced with every economic downturn. 
In addition, tne Union developed and expanded the Dortmund 
works at the cost of Horst, Hasslinghausan, and the 
Henri cnsnutre: tne works, imnich had tne ianyest traditions 
and the highest morale. The annual report of the Union even 
praised the workers at Horst in the understated manner of 
such documents, saying in 1905/06 that the industrial 



44. bcneibler and Wul+ratn, Westdeutsche Ahngntaf eln . p. 
223} Stillich, Eisen- una Stahl -Industrie , pp. 99—100; pie 
SteinKohlenberqwerke der VtgreinlQte Stahlwerke A-G. Die 
§ghf^Phi&#nA#flt ftiffiit in Bg^^gnKArShW^ (Essen, 1930) pp. 12-13. 
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relations at Horst Mere "not unfavourable". But it lay in 
the nature of the Union's development that Horet was more 
severely run do««n than Dortaunds the nueber eeployed at 
Horst fell froe 19S7 in 1873 to 389 by 1909/10.'«« 

Although the General Director of the Dortaunder UnioHf 
Wilhele Heinrich HQllerf Mould have preferred to give eore 
independence to the managers of the various divisions 
Caccording to HQller's family history; Strousberg, on the 
other hand, blaaes Muller for the centralization), in 1872 
the Dortaunder Union Mas given a highly centralized 
eanageeent structure. The directorate ( Direction ) of the 
Union consisted of three full directors (Wilhele Heinrich 
MOller, Friedrich Netcke, and Nilheln ftosendahl), plus tMO 
deputy directors. Below the directorate were managers for 
the local MorkSf such as Horst and Henri chshQttei above the 
directorate was an administrative board, with broad powers 
to intervene in the day-to-day running of the company. The 
adainistrativB board Mas itself split into a Uestphalian 
coMittee and a Berlin connittee} the former Mas under the 
chairmanship of Friedrich Grillo, and took care of technical 
matters (Grillo had special responsibility for the 
collieries) « the latter Mas under the chairmanship of Adolph 
von Hansemann, and took care of financial questions. 
General questions Mere decided by a plenary sitting of the 
administrative board. . This management structure combined 
the Meaknesses of over-centralization plus the seeds of 
discord. There Mere conflicts betMeen the Mestphalian 

45. Mbms, "Neuschottland 1856-1996" p. 47. 
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committee and the Berlin cooMiittee (the Gelsenkirchener 

Bergwerks-Actien-eesellschaft Mould su-ffer siallar 

con-flicts); there Mere serious tensions between the local 

managers and the central directorate in Dortmund. The local 

managers particularly disliked the way the office in 

Dortmund would draw up central balance sheets Mhich Mould 

plunge individual works into loss, without the managers 

being able to appeal against them. Transfer pricing is a 

delicate question in a vertically integrated enterprise, and 

the Union was not very successful at dealing with this 

problem. As part of the reorganization of 167S, the 

manageoient was decentralized.^ 

When a company gets into trouble, the easiest factor to 

change is the management. Because of this and because of 

the natural tendency to personalize problems* commentators 

both now and in the past are quick to blame management for a 

company's troubles. Yet companies often run into trouble 

(or enjoy success) because of factors beyond managers' 

control: trends in world markets, mining accidents, a merged 

company where the pieces do not fit. Contemporaries of the 

Dortmunder Union also blamed management for the company's 

problems. The first General Director, Uilhelm Heinrich 

K(iller, was a favourite target. Strousberg is the most 

vocal critic: 

"It cannot be denied that CMullerl is a gifted 
man, he has perspicacity, energy, and a good 
knowledge of business, but he is ambitious to 



46. Dortmunder Union Annual Reports, 1873/74 and 1874/75; 
Stillich, Eisen- und Stahl -Industrie , pp. 93-94| Scheibler 
and waif rath, Mmstdeutsche Ahnentafeln pp. 221-222. 
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excess, domineering, petty, pig-headed and 
quarrelsome, a good horse in strong hands, who 
bolts and kicks over the traces mhen he does not 

■fral a master's hand} he suddenly considered 
himself a big bug (arossartioes Thier) and got 
loose. " 

Strousberg attacks MQll ar for four specific oi stakes. 
HQller bought a large quantity of pig-iron for puddling, 
which turned out to be too grey* and instead of selling the 
pig«>iron at a profit had the irc»n processed anyitay, Nhich 
led to the Union losing a thousand thalers a day. This led 
the director of the rolling Morks to resign. In addition, 
Muller did not get enough raw materials to keep the Bessemer 
Morks at the Henri chshQtte supplied. Furthemiore, he bought 
iron ore from Algeria (as we knoM, from Mokta-el-Hadid) at 
prices which were too high. In the sid-1870's this ore was 
finally sold on to the Hoerder Verein - naturally at far 
below the price the Union paid. Finally Strousiberg claias 
that at the height of the boon the Union had an arrogant 
disregard -for potential orders: when Netcke's brother, a 

railway Manager, made the Union a very attractive offer for 

30,000 tonnes of Bessemer steel rails for the Austrian 
Staatsbahn - the Union did not accept its 

"For these gentleaen heaven was fully laden with 

violins; and how could it be otherwise, when they 
were all participating in share speculations and 
considered an agio of 80% as cheap.**"' 

There is doubtless a kernel of truth in soee of these 

allegations — but not aiuch more, since they are based on 

rumours and gossip, which Strousberg obtained from 

disgruntled and disnissed employees. Strousberg hiiiself is 

« 

47. Strousberg, Strousberg und sein Wirken. pp. 439>440. 
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by no Mans unbiassdi hm Mants to put as auch blam on 

MUller as possible to divert attention fron the poiar state 
and ovsr-capitalization of the Dortsunder HOtt*. It is 
credible enough, however, that Miiller got carried away 
during the boos of 1872/73 and sads rash purchassSf acted 
high-handed with clients. Yet this does not cancel out 
Hiiller's undoubted talents. 

flQller began his career in Ruhr heavy industry in 1862 
when he joined Neutschottland , after a successful business 
career in the United States} he was sxtrenely young, being 
born an 1837. It was soon clear that the Qeneral Director 
of Neuschottland, Nicolaus I^uckeneQller, a forssr 
schoolmaster and close friend of August von der Heydt, was 
not up to his position, and in 1864 HOller replaced hie as 
General Director. HQller, and to a lesser extent the 
technical director Friedrich Netcks, were the architects of 
the recovery of Neuschottland: the share price ross froa 6SX 

in 1S£»5 to 1097. in 1871 and 117»/aB% in 1872. The company 
recooMienced paying dividendsi 4X in 1868, 6X in 1869, 8X in 
1870 and 8X in 1871. This spectacular turn-around made 
nailer's reputation, and one of the reasons Friedrich Grillo 
decided to bring Neuschottland into the Dortnunder Union was 
to secure the talents of Miiller and Netcke. Grillo's high 
opinion of HQller was shared by other Ruhr industrialistss 
in 1870 Leopold Hoesch proposed to fluller that Muller go 
into partnership with Hoesch 's sons in establishing a 
rolling and Bessemer works in DQsseldorf; and in Harch 1876 
Louis Baare of the Bochumcr Verein fOr Bergbau und 
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Gusstahl-f abri kation proposed that huller become his 
successor. MQller gave fresh evidence of his managerial 
talents after he left the Union, when he built up the iron 
trading firm of W. H. Muller & Co. of Ousseldorf, which 
becanae a leading Continental iron merchant. Muller's 
business successes elsewhere and the high regard in which he 
was held by his fellow Ruhr industrialists suggest that it 
was not Muller 's failings which hurt the Union; rather, the 
Union's problems were so intractable that they were beyond 
even a manager of MQller's stature.'** 

Working extremely closely with Wilhelm Heinrich Muller 
during the years 1872-1876 was Emil Russell, on secondment 
from the Disconto-Gesel Ischaf t. Although Adolph von 
Hansemann later sought to blame Muller for all that had gone 
wrong at the Dortmunder Union (Strousberg is probably 
echoing the Hansemann line), the Di sconto-Gesel 1 schaf t had 
been fully informed of everything since Russell had been 
working at MQller's side from 1872. Emil Russell was born 
in 1835, trained as a lawyer, and produced such a good 
result on his juridical examination that he was at once 
promoted to mayor of Papenburg on the Ems, a post he held 
from 1861 until 1870. It was while Mayor of Papenburg that 
he met Johannes Franz Miguel (mayor of Osnabruck 1865-1869) 
at the Hanoverian conference of municipalities ( Stadtetaq ) . 
Impressed by Russell's talents, Miguel persuaded him to come 
over to the Di sconto-Gesel 1 schaf t as the bank's house lawyer 



48. Scheibler and Wulfrath, Westdeutsche Ahnentafeln . pp. 
207-241; Mews, "Neutschottland 1356-1956" pp. 22-30. 
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(S^SldijSU£' • In 1876 Russell becajns a full partnsr, filling 

the post left vacant by Miquel's resignation in 1873. In 
addition to his important rols at the Dortnunder Union, 
Russell was — as we shall see in chapter five - a very close 
advisor of Emil Kirdorf at the Gelsenkirchener Bergmerks- 
Actien-Gesellschaf t. Russell became second vice-chairman in 
1879 of the chief lobby group of heavy industry, the 
Central ver band deutscher Industrieller (the Central 
Association of Gernan Industrialists). Miquel also 
persuaded Russell to advise on tti«o legal mattersi Russell 
Mas consulted on the stock exchange tax law in 1884, and he 
sat on the commission for the codification of German Civil 
Law. The remark that Emil Russell was a "hard man" <harte 
Herrn ) seems to be a figment of Helmut Bohme ' s imaginations 

all evidence suggests he was extremely likeable, and he 

became good friends with Wilhelm Heinrich Muller, Carl Meyer 
of Krupp, and Emil Kirdorf.'** 

During 1873 Russell was in Dortmund often for weeks at 
a time. Since he disliked staying in hotels, he stopped 
with nuiler. But this temporary arrangement became more 
perisanent as the situation of the Union worsened and 
t4ansemann sought to shift the blame to Huller. On 3 
November 1874 Carl Meyer reported the following conversation 



49. Ernst Wilhelm Schmidt, fl^inner tfffT P^Vt^ghe" ggnK HOtf 

der Pi sccnto-Gesel 1 schaf t (Dussel dorf , 1957) p. 42; Henry 
Axel Bueck, Der Central verband Deutscher Industrieller 1876- 
1901 (Berlin, 1901) vol. 1, pp. 186-187; Scheibler and 
Wulfrath, Westdeutsci^a Afuiantafeln p. 220; Helmut Bflhrne, 
"Emil Kirdorf, uberlegungen 2U einer Unternehmerbi ograpie" 
in: Tradition. Zeitschrift fiir Firmenaeschi chte und 
UnternohmerbiooraDie (Munich, 1968) vol. 13, p. 285. 
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Mith tha Prussian 



Minister Bitter to Sophus Booses 



"The talk cam to the Union; he CBitter3 gave me 
the folloMing piece of information, which I found 
very striking' Director MiillBr is not up to his 
position; Hanseinann has sent Russell to Oortnund, 
to bring order into the manageiient * Provisionally 

for six months, but probably permanently! 
Financial difficulties do not exist, since the 
loan is firmly subscribed by the leading houses, 
and did not come to the market only because of our 
loan! Hence Rothschild's enmity towards our loan; 
he is very heavily engaged with Union preference 
shares. HQller appears to be less good than his 
reputation!" 

It is characteristic that this information seems to 
originate Mith Hanseaanni in another letter to Goose of 11 
Noveeber 1874, Meyer reported Russell's own account, indlich 
Mas much less highly coloured, did not blane Muller, and 
Mrely stated that Russell Mas going to become a director at 
the Union, but retain at the sane time his position at the 
Disconto-Gesellschaft. It is notable that Hansmnann's 
version blames Muller for the Union's problems.**^ 

The appointment of Russell set the scene for the 187S 
reorganization of the Union. 1 have already discussed the 
financial aspects of this reorganization; it also Involved a 
re-arrangement of the management structure. The new 
structure increased the autonomy given to the individual 
Morks. The Union Mas split into five divisionss 

1) Coal Mining ("QlUckauf" and "Carl Friedrichs 

Erbstollen") 

2) Iron Ore Mining (Hasslinghausen, Othfresen, and 

Bredel arJ 

3) Iron and Steelworks in Dortmund and Aplerbeck 

4) Iron and Steel Morks in Horst 



50. Scheibler and MQlfrath, Westdeotsche Ahnentafeln . p. 
221; Carl Meyar, Berlin, 3 November 1874 to Sophus Goose; 
H-A. Krupp Az. WA IV 1439, fols. 24-25; Meyer, 11 November 
1874 to Goose, H. A. Krupp, Az. WA IV 1462 fol. 7. 
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5> Iron and Stsel works Henrichshatts 
Each division had its OMn diroctcMr, and its own profit and 
loss account. Tha Svabensvsrke was placed undar tha cantral 
directorate in Dortmund, since it did not easily fit into 
any oi the above divisions."^ 

FroA the sumeer of 1875, Huller, discouraged by his 
experiences, wanted to give up his post as general director. 
Hansenann knew this, and wanted to make it look as though 
the Union fired MQller, so all blame would be laid at his 
door. But in the adnini strati ve board Russell argued 
fiercely in defence of MQller, saying that tlQller was the 
noblest character he had ever met. Wilhelm von Born 
commented that if anyone had spoken of his own brother in 
such terms it would have been excessive. So a compromise 
was reached, whereby MQller agreed to resign whenever the 
administrative board wished. Yet no successor could be 
found; Russell did not want the post. Miiiller tried to leave 
in March 1876, but Russell persuaded him to continue until 
July o-f that year.** 

Muller was willing to put up with Hansemann's underhMd 
conduct because he planned to set up an iron trading -firm 
and was counting on the Union to become one of his leading 
customers. In March 1876 Louis Baare offered MQller, a 
distant relative o-F his, the post as his successor as 

51. Dortmunder Union Annual Reports 1873/74 and 1874/75; 
Stillich, Eisen- und Stahl -Industrie , pp. 93-94; Scheibler 
and Uulfrath, Westdeutsehe Ahnentafeln pp. 221-222. 

52. Scheibler and Wiilfrath, Westdeutsehe Ahnentafeln . pp. 
224-226, 228-229. 
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General Director of the Bochuner Vereini HUller Mrote to his 

-father that it Mas "a great satisfaction for me vis-A-vis 

the llnic3n«" and added 

"An encouraging aspect of the question at hand is 
the generally acknowledged high technical 

achievement of the Bochumer Verein, a factor which 
I know from my very sorry experiences to be of 
greatest iiaportance. " 

It is interesting to know that even the Union's Beneral 

Director regarded the firn as technically backitard. Nuller 

eventually turned down Baare's offer, however, and instead 

went through nith his original plan to establish an iron 

trading firm. On 20 April 1876 Wm. H. Miiller & Co. began 

operations in DOsseldorf. By April 1877 the firm had 

specialized in the import of Spanish iron ore. llQller's hope 

for business from the Union was not disappointeds in Hay 

1877 the Union bought 2000 tonnes of Bessemer pig iron from 

his firm for 15,000 marks. In May 1878 the firm established 

a branch in Rotterdam Mhich rose to great importance, 

forming part of the consortium which helped Otto Wolff to 

gain control of the Phoenix in the 1920 *s. On 1 July 1879 

the firm opened a branch in Ruhr or t; Miiller died on 30 May 

1889. After his death Russell praised him as "upright, 

worthy, loyal, and clever" ( tucr^tig. brav. treu, und 

Qenial).»=» 

Russell was in part compensated for the thankless task 

of Dortnunder Union General Director by being made a partner 



53. Scheibler and Witlrath, Westdeutsche flhnentafeln . pp. 
226-233, 240-2411 Ualther Herrmann, "Otto Uolff" ins 

Rhei ni sch-Westf al i sche Wi rtschaf tsbi oqraphi en 
(Munster /Westphalia, 1962) vol. 8, pp. 140-141. 
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in the Disconto-^esellscha-ft} Carl Mayar rapartad it thus to 

Sophua Goosa on 8 March 1876s 

"Our friend Russell has been unanimously elscted 
as the fourth partner of the Disconto- 
Gesellschaft! Thar a is music in that! Ha is 
thereby assured of an income of 120,000 to I8O9OOO 
marks. I heartily do not grudge it to this 
delightful man!" 

Russell stayed at the Union until 1881.™^ 

Russell was then succeeded by a manager from the 

Prussian state railways, Friederich Bail, who quit after 

six months "for personal raasms" - curiously, the Disconto- 

Gesellschaft did not take his sudden retirement badly, 

because Bail retained his posts on the supervisory boards of 

the Disconto-Gesellschaft and the Gel senki rchener Bergwerks- 

Actien-Gesellschaf t. Bail was succeeded as General Director 

by the Reoi erunosrath R. Seebold« who only lasted until 

1835. Qskar Stillich has rightly criticized the appointment 

of bureaucrats to the post of General Director, when what 

was needed was a technically trained manager.^ 

The Union finally obtained a technically trained 

General Director in 1885, with the appointment of Hermann 

Brauns. Brauns worked at Krupp for ten years, and then 

joined the Georgsmarien-HQtte in DsnabrOck. In 1877 he came 

to the Union as its technical director. In 1885 he became 

General Director, a post he held until 1907. He looked more 

54. Carl Meyer, Berlin, 9 March 1976 to Sophus Goose in 
Essen, H.A. Krupp, Az. WA 2V 1439 fol. 134. 

55. Stillich, Eisen- und Stahl-Industrie . p. 98; 

Eel senki rchener Bergwer ks-Aktl en-Gesel 1 schaf t 1873-1913 
<Du5seldorf, £19133), Anlage 5j Pi sconto-Festschr i f t . p. 
272. 
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Ilka a philosophy professor than a »an of iron and steel* 
Judging by results - the severe reorganizations o-f 1896 and 
1902 - he Mas not a success. It would be unfair, however, 
to do Brauns the same injustice which was done by IIQller, 
and blaniB him -for technical and financial problems which lay 
beyond one nan's power to cure. In fact, we can ascribe two 
notable innovations to him. Brauns pioneered the use of 
ground Thomas slag as a fertilizer. Secondly, as president 
of the Dortmund Chamber of Commerce from 1891 until 1905 
(the longest serving president in its history) Brauns 
successfully campaigned for the construction of the 
Dortmund-Ems canal. This canal was originally intended to 
assist the coal industry to export its producticNi, but when 
it was completed in 1899 the coal industry already had a 
more than adequate market in the iron industry of the Ruhr. 
The iron industry, on the other hand, found domestic Gernwi 
iron deposits steadily diminishing and was importing more 
and more from overseas, in particular Sweden and Spain 
(which -for the Ruhr were always more important sources than 
Lorraine). Mhen the Dortmund-Ems canal opened in 1899, a 
canal which had been planned originally to assist the 
collieries to export coal found a new purpose in enabling 
the iron industry to import ore. Brauns also helped set up 
the canal shipping company, the Mestfdlische TranspcM-t-AG, 
and the first ship to bring ore from Emden to Dortmund bore 
his name. Although the steelworks at Dortmund could never 
enjoy the transpcH^t advantages which plants on the Rhine at 
Duisburg or Rheinhausen do, the Dortmund-Ems canal gave 
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ftteeljnaking in Dartnund a nwm viability. It was Brauns' 
graatast legacy. Although Brauns did not succeed in making 
tha Union into a profitable coapany, ha did aaka a nuabar of 
contributions which did a great deal to foster Westphalian 
heavy industry. 

Brauna Mas succaaded by a former civil servant i the 
Reaierunos- und Baurath H. Mathies. Another source for 
Dortinunder Union managers, besides tha Prussian bureaucracy, 
was the Disconto-Gesellscha-ft itself, whence came the Union 
directors lloritz Ottarmann and Ernst SchMeckendieck. 
(Otter mann also served as a manager of the colliery "Adolf 
von Hansamann** from 1877 until 1896).*'^ In this context it 
is worth remarking that the Disconto-Qesellschaf t itself had 
a very bureaucratic style of management. No doubt the 
public sector, and bureaucratically managed banks, can 
harbour notable managerial talents; but chances are these 
men were like fish out of water. Thay often had no 
technical training: Brauns and liathies (who was a Baurath. . 
Which implies an anginaar's training) ware axceptlons. 
Bureaucrats and Berlin bankers could not know tha 
peculiarities of the Ruhr landsc^e, which can be a vary 
idiosyncratic society, with its own customs: Ruhr 



56. Dort.T.und-Horder Huttenunion 1852-1952 . pp. 58-59; 
Steller, Fiihrende Manner, p. 27; IHK Dortmund 18^3-1963 oo. 
111-112. 

57. Disconto-Festschri f t p. 243; Saling's Pprsen-P api g"^e 
34th edition 1910/191 1 p. 867; Steller, Fuhrende Wanner , p. 
27; Die Stei nkohl enbergwerke der Vereinlate Stahlwerke A-Q- 
Die Schachtanlaae Adolf von Hansemann in Dortmund-Menaada 
(Essen, 1933) p. 37, 
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industrialists of tan outdrink Berlin bankers.** Bureaucrats 

could not but lack the shrewdness and nimbleness o-f the 
autochthonous Ruhr industrialist. 

It is easier to deamnstrate that, Mhatever the quality 
of the eanagers the Union retained, the Union could not hold 
onto (Many unquestionably talmted men. MQller is a case 
in point. The end of the MCiller era did not see only his 
departurei Adolf Kir dor f left on 30 March 1875 to becone a 
director of the Aachener Hiitten-Actien-Verein and 
successfully reorganized it. nuiler was a friend of the 
Kirdorf family , and helped both of the brothers Adolf and 
Emil Kirdorf oh their illustrious careers."* 

T*M3 other talented men Mho left the Union Mere Caspar 
Heinrich Jucho and August Klfinne, Mho cane out of the 
company's brldgeobuilding division. Caspar Heinrich Jucho, 
Mho died in 1906, was a bridge-building engineer who worked 
at both he Aachener HQtten-Actien-Verein at Rothe Erde and 
at the Union, which he left in 1877 to set up the firm 
Dortnunder BrQckenbau C.H. Jucho. He Mas unusual in being 
a member of the Radical Party ( Frei sinn ) at a time when all 
Ruhr industrialists voted National Liberal. His son. Dr.- 
Ing. Heinrich Jucho, became president of the Dortmund 
Chanber of Coaeerce and Industry.*^ 

The KlSnne family comes from Hamms its most famous 

SB. Max i mill an IKillsr-JabUSCh, Franz Urbi^. Zum 23. Januar 
1939 (CBerlinS, 1939) p. 33. 

59. Wilhelm Debus, "Adolf Kirdorf" in: Deutsche 
Biooraohisches Jahrbuch vol. 9. p. 22S. 

60. IHK Dortmund 1865-1963 . pp. 107-108. 
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representative Mas the banker Carl Kldnne of the 
Schad^hausvn'scher Bankverein and the Deutsche Bwik. August 
Klonne was born at Mul shorn near Meschede. He worked at the 
Union as an engineer, »ihere he specialized in the by- 
products of coke production, especially gas. He Morked on 
the production, purification, and storage of gas, and the 
construction of gas furnaces. He patented some of his 
inventions and left to set up his own firm in 1879, which 
seems to have concentrated on bridge-building instead of gas 
engineerings Aug. Klonne, Eisenhoch- und Brtickenbau of 
Dortmund. His son, Horitz Klflnne, also served as president 
of the Dortmund Chamber of Commerce and Industry.** 

To concludes although it is quite possible that the 
Union was plagued by bad management, the evidence does not 
permit us to be more definite. In fact, some of the 
directors like Muller and Brauns displayed great talents, 
yet ti>2 problems of the Union were too much for them. It is 
clear, hoi«ever, that Morkforce and management alike were 
very demoralized. The Union could not build up a core 
workforce J nor could it retain talented managers, who in one 
instance < Adolf Kirdorf) left for another iron and steel 
firm, but in three other instances (Miillsr, Jucho, Klonne) 
left to go into business for thcMkselves* This is a very 
striking development for heavy Industry, where one might 
expect the urge to self -employment to be relatively 
suppressed. These men sought to break away from an 
unsuccessful enterprise, but they sought independence even 

61. IHK PwrtiFMnd t86?-l?6? p- io8. 
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mre. This the Union could not offer; it Mas tied to the 
apron-strings of the Disconto-Gesellschaf t. The rough- 
edged een of the Ruhr did not care to submit thenselves to 
the orders of a Berlin bank. The Disconto-Gesellschaf t had 
to settle for meeker (and presumably less talented) 
characters: former civil servants and Disconto-Gesellschaf t 
employees. Dynamic entrepreneurs from the Rmvimr (a 
traditional nickname for the Ruhr, Mhich indicates its 
exclusive character) do not like to have to submit to the 
nannying of a distant bank - especially Mhen that bank has 
no hope of understanding the complicated and idiosyncratic 
business of coal* iron, and steel. 

B- lil g , Hgnri9h ^hi>t;tq .\^7?-J.?9^' 
Another problem of the Union was the crippling of the 
outlying works as Dortmund was developed at their expense. 
This section Mill examine the stunting of the peripheral 
Morks, using the Henrichshutte as an exai^le. The stunting 
of these works is a strong indication that the merger Mas a 
mistake from 'the start. 

The Henrichshutte originally produced railway rails. 
Mith the collapse of this market after 1873, the Morks 
looked -for new areas of activity and stopped making rails. 
For a time - to the great annoyance of Alfred Krupp - it 
manufactured guns. In 187S/76 the Henrichshutte produced 
109,^32 guns of various types. But this business was soon 
Shut doMn for lack of orders, and the Henrichshutte expanded 
its foundry and machine shop. The works concentrated on the 
production of ciuality plate. The Union did make some 
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improvements. In 1874 the blast-furnace Morks got a n«« 
blowing apparatus; in 1876 a nen rolling mill began 
operation; three years after that two new blast-furnaces 
Mere blown in. But these ioqirovements were more than 
outMeighed by the catastrophic decision of 1880/81 to 
concentrate all Bessemer steel manufacture at Dortmund. The 
Henri chshCtte's Bessemer works was closed. This brought 
abQut ludicrous consequences. When Oskar Stillich saw the 
Henri chshtttte (he wrote in 1904) the works had two blast- 
furnaces. One of them was new, since it had been built 
after an explosion destroyed a blast-furnace in 1900. It 
produced 200 tonnes of pig iron a day. The second antique 
furnace (presumably dating from 1879) produced only 120 
tonnes of pig iron a day. An ancient bellows had to be 
operated by four to six men; at other works, this was done 
by electricity. The pig-iron flcNMsd into the foundry hall, 
was there allowed to harden and then hacked by hand into 
smaller pieces, some of which were sent to Dortmund, the 
majority sold as they w«»re, because the Henri chshQtte had no 
Bessemer works. Instead of the ideal process of pig-iron 
being made into steel in one heat, the pig— iron had to be 
transported 30 kilometres to Dortmund, reheated, made into 
ingot steel, and then transpc^ted back another 30 kilometres 
to the Henrichshiitte to be made into plate. Instead of this 
complicated process the Henri chshQtte continued to make 
steel by the antiquated process of puddling in 1902/03. It 
is true that the Bess»emer process did not immediately 
replace all puddling works, and in some places steel could 



still torn itade profitably by puddling for many years. The 
last puddling works in the United States survived until 
1948. But it is one thing to puddle steel in the Anerican 
backMoods, and another thing to puddle steel in the Ruhr in 
1902, in the centre of one of the densest railMay netMorks 
in the world « where Bessemer works lie cheek by Jowl.** 

In the summer of 1893 the Henri chshutte began to seek 
out a new market for its products by commencing the 
manufacture of welded pipe. Much of this was made into oil 
drums for the Deutsch-Amerikanische Petrol eumgesel 1 shaft f a 
subsidiary of Standard Oil.*" 

The year 1900 began with a catastrophe at the 

Henri chshQttes Blast Furnace I exploded. The bodies of six 

workers were taken dead out of the ruins. This accident, 

the crisis of 1900/01, and the 1902 reorganization of the 

Union made the Union decide to spin off the Henrichshutte as 

a separate public limited company with a capital of lO 

million marks. An ESN of the Unicm on 9 July 1902 approved 

this. Thus after three decades the Union broke the bands of 

the merger which had led to its creation — symbolically, in 

the last year of the life of Adolph von Hansemann. The Union 

Justified its decision in these wordss 

"The merger of the Dortmund works with the works 
Henrichshatte and Horst plus their mines, although 
it was very well considered at the time, has not 



62. Stillich, Eisen- und Stahl -Industr i e . pp. 114-116; 
Henrichshutte 1854-1954 pp. 42-45; Alfred Krupp, Essen 
C1B743 to Sophus Goose <?> ina H. A. Krupp, Alfred Hrupps 
Briefe und Niederschrif ten vol . 13s ftffs Jahr 1874 f ol . 2. 

63. Stillich, Eisen- und Stahl -Industrie , p. 116; 

Henrichgnaue tfl54-l95^, p. 49. 
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proved itself over the course of tiae and under 

changed circumstances. In particular, ingot 
(Bessemer) steel has gradually driven out wrought 
(puddled) iron and the consequence -for the Union 
has been a total dislocation of its manufacturing 
programme. The works in Horst and the 
Henrichshutte were chiefly based on the puddling 
process. This had to be shut down in part, in 
part substantially reduced and the steel 
production, which can only be operated profitably 
on a large scale, concentrated at one place. 
Although g-^eat sums were expended to suit the 
works' equipment to the changed circumstances, the 
evil remained that the development of the works 
Mas hindered by the need on all sides to take 
account of the assigned manufacturing programme. 
In addition the free action of the works was 
especially hindered in the comwercial area because 
of the constantly expanding development of 
syndicates and conventions in the iron industry. 
The need for one works to belong to such 
associations would hinder another works from 
exploiting the advantages which fell to competing 
free works without effort. The conflict of 
interests which resulted from this could often be 
settled only at the cost of sacrifices for the 
entire enterprise."** 

In the end, however, the Henri chshQtte was not spun off but 

instead was sold to the locomotive firm Henschel & Sohn of 

Cassel. Henschel was pursuing vertical integration because 

of increasing cartellization, and the Henri chshQtte was able 

to make rails, railway tyres, boiler-plate and other rail May 

material. On 24 March 1904 an EGH of the Union approved the 

sale of the Henrichshutte ibr 9.4 million marks, with effect 

from 1 March 1904. Henschel paid 4.1 million marks down in 

cash and promised to pay the rest by 16 April 1909, paying 

4%X in the interim en any outstanding balance. Since the 

Henrichshutte was capitalized in the Union's books at 



64. G. D. Baedeker, ed. Jahrbuch fur den Oberberqamtsbezirk 
Dortmund. Ein Fuhrer durch die rhei ni sch-westf al i schen Bero- 

und Huttanwerke und Salinen in wi rt schaf tl icher und 
finanzieller Beziehung vol. 6: 1901-1904 (Essen, 1905) pp. 
539-540f Henri ChshQtte 1854-1954 o. 46. 

i90 



Copyrighted malBrial 



11,278,641 OMrks, the Union Mrote off 1,078,641 markm 
bacause of this book loss. Two points are worth noting. 
First, the capitalization of the Henrichshiitte increased 
under the Union's management, from 7*/at million narks in 
1872 to 9.4 million marks in 1904. Secondly, this sale to 
Henschel did not include the colliery "Carl Friedrichs 
Erbstollen" - which was included in the original 7*-/^ 
•illion marks, and nhich by 30 June 1909 was capitalized in 
the Union's balance sheet at 3,865,843 marks. This takes no 
account of, however, amounts written off against the 
Henri chshQtte during the various reorganizations, such as 
2,371,954 marks during the reorganization of 1896 alone.*" 
The problems of the Union's peripheral works are better 
reflected in the capitalizations of the other works: 



Dartffiund 
6 1 u c ! ■ a 'J f - 

Ti £f baa 
Othfrtsen 
Bredel ar 
Svabensvk. 
Hortt 
Hftnrichs- 

hutte 



Capitalization of the Union's Works <in narks) 
A B CD 

1B72 Sold for (year) 30 June 1909 Total 

(cols 



9,000,000 

6,000,00 
3,000,000 

4,560,000 

2,040,000 

7,^j:,ooo 



Increase 
(Decrease) 



200,000 (18B3/84) 

400,000 (1984/85) 
250,000 (1879) 



7,500,000 9,400,000 (1904) 



B + C) 

33,272,766 33,272,766 , 270X 



4,850,942 
186,738 
2,445,177 
3,865,843 13,265,843 



4,350,942 (19%) 

200,000 (93Z) 

586,739 (871!) 

250,000 (88X) 

2,445,177 (hjy.} 



777. 



NOTES: The blast-furnaces and t))e foundry at Bredelar Mere sold off in 

1834/85, but the iron ore nsinss r^tai-ed. 

The Henri chshiitts was sold off in 1904, but its colliery, "Carl 

FriedrichsErbstollen", was retained. 
SOURCE: Annual Reports of the Oorteunder Union; Salina's Barsen-Paplerg . 
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The table above eakes evident han the Dorteund works 

expanded at the expense of the other works; and shows how 
the developeent of the Ltetion nade nonsense of the original 

merger . 

The Henri chshdtte became part of the Thyssen group 
after 194S and experienced an unexpected new prosperity; but 
the fall of the dollar in recent years has plunged the 
German steel industry into crisis, and this historic 

steelworks is now being closed down. 

As is indicated by the rubrics Othfresen, Bredelar and 
Svabensverke in the table above, the Union had terrible luck 
with its iron ore supplies. But in this it was not alone; 
few Ruhr ironworks made successful iron ore acquisitions, 
partly because Gernan iron ore deposits (with the partial 
exception of the Siegsrland) did not live up to their 
promise.** The Union was set apart, however, by the 
problems it experienced with its coal supplies; and some of 
these problems can be ascribed to bad management decisions, 
rather than just to bad luck. 

Oskar Stillich comments that although the Union at the 
beginning of the twentieth century had a deficit in iron 
ore, it had a surplus in coal. But this surplus was not the 
benefit it appeared, since most of this was described as 
F order kohl e - an average grade which was less valuable than 
the specialized higher grades. In particular, the Union did 



6^. On the Union's iron ore problems, see Stillich, El sen— 

und Stahl -Industrie , pp. iOO-105. 
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not produce enough "fat coal" (as some bituminous grades are 
called on the Continent: Fettkohl en or houilles qraisses ) 
which it needed to make coke. In 1902 the Union had to buy 
80,0O0 tonnes of coke for the Dortmund works alone. 
Although the Union appeared to produce more than enough coal 
for its own needs, Stillich claims with good reason that the 
Union produced the wrong kind of coal, and was still 
dependent on outside suppl i ers- ^"'^ 

The Union had two collieries when it was founded in 
1872: "Carl Friedrichs Erbstollen" and "Gluckauf Tiefbau". 
Neither was a bad property, since they were only shut down 
in 1924; other mines in the southern Ruhr where the seams 
are thin had to be shut down much earlier, before the First 
World War. The Union did, however, suffer a drastic fall in 
its coal production: from 577,465 tonnes in 1872/73 to 
228,651 tonnes in 1879/80. The Union acquired three more 
collieries: "Brockhauser Tiefbau" in 1887, "Adolf von 
Hansemann" in 1899, and "Kaiser Friedrich" around 1909. The 
evidence suggests that the acquisition of "Brockhauser 
Tiefbau" was a mistake, because it was a mine in the 
southern Ruhr on the brink of closure; but most of its coal 
had been sold to the Henri chshutte before 1887, and it did 
border on and round out "Carl Friedrichs Erbstollen". The 
acquisition of "Kaiser Friedrich" is less defensible, 
because it produced anthracite: useless for an iron and 



67. Stillich, Eisen- und Stahl -Industrie , pp. 105-106. 
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steel coepany Mhich needed coke.*^ 

The acquisition of "Adolf von Hanseikann" mas eore 
coiQplex and deserves nore attention because of the Disconto- 
Gesellschaf t's involvenent Mith this Mine. In 1873 
Friedrich Grillo and the Di sconto-Gesellschaf t purchased tha 
collieries -Rhein—Elbe** and "Alea" from the 8ocl«t6 des 
Charbonnages de Gelsenkirchen of the Belgian entrepreneur 
Charles Oetillieux. At the saee tiee Grillo and the 
Di sconto-Gesel 1 schaf t also acquired the panels Mhich 
eventually becane the colliery "Adolf von Hanseoiann" in 
flengede from the Komnandi tgesell schaf t auf Aktien A. Boucard 
et Compagnie, Gesellschaft der Kohlenbergwerke in flengede. 
Detillieux seens to have also been behind the Mengede 
company because there were no fetter than four investors in 
the Mengede mines Mho sat on the supervisory board of the 
Soci^t^ des Charbonnages de Gelsenkirchen, and Andr6 
Boucard, the active partner <66rant> of the Mengede company, 
MAS the secretary of the Belsenkirchen company.'^ 

The Di sconto-Gesel 1 schaf t bought the Mengede panels -for 
B10«000 marks and then formed the Mengeder BergMerks-Actisn" 
Gesellschaft Mith a share capital of 6 million marks, 40X 
paid up. In 1875 the panels Mere consolidated under the 

69. Gebhardt, Ruhrberobau . pp. 239-236, 241-242. 

70. Schachtanlaae Adolf von Hansemann . pp. 3, 9—10? Rondo E 

Cameron, France and the Econoniic Development o-f Europe ISQQ- 
1914. Conquests of Peace and Seeds of War (Princeton, 1961) 
pp. 374-375, 389-393; Hans Seeling, Wal lqft|ggfiff tntfmtrie- 
Pioniere in Deutschl and. Hi stori sche Reflektionen (Llfrge, 
1983) pp. 132-133, 15S; SDci6t6 des Charbonnages de 
Gelsenkirchen Detillieux et Cie. , Statute (Paris, 25 April 
1872) p. 2 ins BBA, BBAG Archiv, Az. 1 10 OO, Mr. 1. 
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name "Adol-f von Hansemann" . Sinking of the first shaft 
began on 9 June 1873, but took almost until the end of the 
century to complete, anJwas punctuated by numerous 
accidents. At the beginning of August 1876 the bridle cable 
broke on the winding cable, and a large water container 
( Wasserkasten ) and a bucket fell into the shaft. The 
sinking crew retrieved the bucket, but the water container 
caught on the pit frame. The company had to stop sinking 
the shaft, let the shaft flood, laid off all workers, and 
sold all superfluous machinery.^* 

The catastrophe which hit the mine was not without its 
effect on the Di sconto-Gesel 1 schaf t itself. Its holdings of 
unlisted securities for which it had set aside no special 
reserves totalled 568,553.90 marks as of 31 December 1876; 
178,716 marks of this were shares of the Mengeder 
Bergwerks-Acti en-Besell schaf t, written down to half of the 
amount paid on them. As of 31 December 1876 407. of the 
share capital had been called up; the Di sconto-Besell schaf t 
had therefore paid in 357,432 marks, so it owned a nominal 
893,580 marks worth of shares. The loss on all these shares 
(not just Mengede, but at least two other holdings - bonds 
of the Cref eld-Kempen District railway and shares of the 
Deutsch-Belgi sche La Plata Bank - as well) totalled 424,962 
marks for 1876. Clearly the Mengeder Bergwer ks-Acti en- 
Gesellschaft made its contribution to 1876, the annus 
terribi lis of the Di sconto-Gesel 1 schaf t , when neither its 
partners nor its supervisory board received any 

71. Schachtanl age Adolf von Hansemann . pp. 9-10, 20. 



caapsnsati on. 

Sinking resumed in 1882. To clear out the sha-Ft, the 
bottom Mas fillml with concr«t«, thci shaft drained, and than 
- with great difficulty, naturally - the concrete and the 
Hater container embedded in the concrete dug out together. 
Work proceeded sloMly Mith frequent floodlngs at high rates 
of infloM. One problem Mas that the tubbings supplied frcM 
the Dortnunder Union, which Mere left over from 1876, were — 
partly because of the poor quality of the iron, partly 
because at 45 nillinetres thc»y Mere too thin - too Meak for 
the water pressure of 17 atmcspheres. In Spring 1B86, when 
the shaft Mas 230 metres bsloM the surface it hit a cleft 
K^ere the water flowed in at the rate of 22 cubic metres a 
minute, so none of the puoqis could handle it. After 
consulting with mining experts, the company decided to let 
this first shaft flood and sink another one. Sinking of the 
second shaft began on 2 October 1888, and in one of those 
paradoxes which typifies mining, was as uneventful as the 
first shaft had been difficult. All water flows were easily 
mastered, and on the night of 3/4 Hay 1891 the shaft reached 
the coal measures at a depth of 296 metres below the 
surface. The shaft was sunk further to 4SO metres below the 
surface, and the first and second levels installed at 299 
and 439 metres. In 1896 Shaft 2 began mining coal to cover 



72. Schachtanlage Adolf von Hansemann . p. 33; Disconto- 
GeseliBchaft Annual Report, 1876 p. 8, Deutsche Bank AS, 

Historisches Archiv. 
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the mine's own requirements.'^^ 

A colliery needs at least two shafts for the sake of 
ventilation and safety, and Shaft 3 was begun in August 
1894. Unfortunately the sinking of the third shaft was 
accompanied by a macabre accident. The third shaft was wet 
and often flooded. Mhile drilling at the rock, Wilhelm 
Kurten, a member of the sinking crew, got his foot stuck in 
a borehole, and could not remove it. At the same time the 
shaft began to flood and the rest of the crew evacuated; 
Kurten drowned. By the time the shaft was drained again 
his body had decayed into a shapeless mass. Because the 
shaft was so wet, on 5 February 1896 sinking by hand stopped 
and sinking continued using the Kind-Chaudron process. The 
Kind-Chaudron process was invented by the German Gustav Kind 
and perfected by the Belgian Joseph Chaudron when the latter 
was sinking "Dahlbusch". Curiously, both Kind and Chaudron 
were investors in "Adolf von Hansemann". The Kind-Chaudron 
process essentially involves lowering a moveable inner 
sleeve into the mine-shaft, inside of which excavation can 
continue undisturbed by water breaks. The opening of the 
coalfields in Kent, where German investors played an 
important role, was facilitated by use of the Kind-Chaudron 
process. Shaft 3 of "Adolf von Hansemann" reached the coal 
measures on 5 December 1896. After construction of the 
levels, a cokery and other surface installations, the mine 



73. Schachtanl age Adolf von Hansemann . pp. 21-29 and table 
facing p. 62. 
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at last ccMaenced -full production on 10 Juna 1899.''^'* 

We can date an interest by the Dortmunder Union in 

** Adolf von Hanseaann" at leaat from 1892* Mhan Haraarm 
Brauns, the General Director of the Union, joined the 
suparvisory board of tha ilanQadar BargwarkaHkrtian- 
Oasallschaft. The Hengeder Berqwerks''A8 woon ran Into the 
problam that it had expended its entire six million marks 
share capital on the mine by the first quarter of 1893. 
After that the company borrowed from the Disconto- 
Gesellschaft. To raise new funds, the Hengeder BergMerks- 
Actien-Qesel 1 schaf t was liquidated and its assets passed to 
the Gewerkschaft der Hengeder Steinkohlengruben. All the 
existing shareholders of the Hengeder BergMerks-A6 accepted 
the offer to exchange ten shares for one Kux of the new 
company. Of the iOOO Kux en of the new Bewerkshaf t ■ the 
Union already had more than half - 501 - and the Disconto- 
Gesell schaf t 312. A SasOtClSSStUd^ has the advantage over an 
ordinary Joint-stock company that it can raise neM funds 
through Zubygggf! from its shareowners (called Bewarkan) ■ 
The Gewerkschaft Hengeder Steinkohlengruben acccMrdingly 
raised another 6^ /a million marks through Zutaussen Mhich it 
used to con^lete the mine. The mine accordingly cost 12*/s 
million marks to complete.'^" 

In 1899 the Union bought the mine for 9 million marks. 

74. Schaehtanlaoa Adolf von Hansemann. oo- 29-32 and table 

facing p. 62; Wi Ihelm Kesten, Beschidte der 

Berflvi^erf^qp^gl 1 schaf t Dahl busch (Essen, 1952) pp. 68-69; H. 
Stanley Jevons, The British Coal Trade (London, 1915) pp. 
163, 191-192. 
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The Union rMChad this pric» by th» follcming line of 
reasoning: the shareholders of the Mengeder BergMerksHIB had 
expended 6 million marks on sinking the ninei the 
GeMerkschaft Mengeder Steinkohlengruben had called up 
another 6HL million marks in Zt^bt^ssen . But of this total XZi^, 
million marks, money spent on the first shaft and on the 
interest on the share capital of the Mengeder Bergwerks-A6 
was literally money down the drain i the Union calculated 
that at 3^/2 million marks. The Union paid 9 million marks, 
or 9000 marks worth of Union shares per |<«jpc ■ if the Bewerkef i 
chose shares instead of cash, which they all did. The Union 
only had to accpjiire 499 i^jjjiSZIt since it already held SOI. 
The new Union shares Which were thus not required were 
underwritten by the Disconto-Gesellschaf t at 115% and 
offered to the existing shareholders of the Union at the 
same prace."^* 

Otto Lindenberg has criticized this transaction 
because although the Union paid 9 million marks at par, 
Union shares were fetching 130% in the market, making its 
offer really worth 11.7 million marks. (On the last stock 
market day of 1B99, Union class "C" shares were quoted at 
133»/«X.) Another criticism I would make is that if we 
examine the balance sheet of the Mengeder Bergwerks-AG of 31 
December 1886 - one year before the second shaft was begun " 
we find 3.9 million marks already called up, or nearly half 
a million marks more than the Union's figure. This evidence 



76. Schachtanl age Adolf von Hansemann . pp. 48-49; Sal ina ' s 
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suggests that Lindenberg is right in asserting that the 
Union paid too much for "Adolf von Hansemann". A more 
prudent estimate would have been to calculate the antount 
lost down the first shaft and in interest at 4 million 
marks, and to offer the shares to the Gewerken at 115%, not 
at par. This would have cost the Union 7.4 million marks 
worth of shares - a million and a half less than it actually 
paid.^'' 

There is another question: would the Union have bought 
"Adolf von Hansemann", if the Di sconto-Gesel 1 schaf t had not 
virtually absolute control over the Union? It seems 
unlikely. It is a mistake to assume that numerous accidents 
during the sinking process mean that a mine will be a poor 
asset and accident-prone - the histories of "Rhein-Elbe" 
and of "Adolf von Hansemann" itself show this is not the 
case - but this insight was not always shared by 
contemporary managers in heavy industry. That the Union 
expected the worst from its new acquisition is indicated by 
its action after the accident of 1901, when the Union 
decided to sell "Adolf von Hansemann" back to the Disconto— 
Gesellschaft. The circumstances thus suggest that the Union 
acquired "Adolf von Hansemann" under compulsion from the 
Disconto-GesBllschaf t. There is another curious aspect to 
the Union's acquisition of "Adolf von Hansemann". This 
property never seems to have been offered to the 
Gelsenkirchener Bergwerks-Actien-Gesel Ischaf t , although it 



77. Lindenberg, Spekul ati onsbank « p. 38 note; Schachtanl age 
Adolf von Hansemann p. 35. 
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did border on one of 8»ls«nkirchen*6 collieries, naeely 
"Ek-in". Possibly Emil Kirdof did not want to bite into the 
poison fruit of "Adolf von Han se eann* - yet the histories of 
many caf Gelsenkirchen's other acquisitions Mere no nore 

lauaaculate. The Union's acquisition of "Adolf von 
Hansewann" crossed Gelsenkirchen's interests in one 
particular: this acquisition enabled the Union to become a 
vertically integrated steel— to-coal operation, a 
Huttsnzeche . Mhich was: outside the control of the Rheinisch— 
WwtfillfcChgg Kohlwn 8YmJ4Krt <The Rhenish-Mestphalian Coal 
Cartel), a creation of Kirdorf and Gelsenkirchen. In 1892— 
1893 the Disconto-Besellschaf t put its Berlin offices at the 
disposal of the negotiators of the coal cw^tel) yet at the 
same time it was providing the Union with the means to break 
free of the cartel. The Disconto-Gesellschaf t tried to 
suggest the best strategy in the case o-f each client and 
tried to be all things to all its clients. The Unicm, being 
a very weak company, tended to get stuck with the less 
attractive pieces of business. 

On 8 January 1901 a fire-damp explosion at "Adolf von 
Hansemann" killed two and wounded two; the Union had to 
spend 2*/« nil lion marks to repair the damage. The 
Frankfurter Zeituna announced that the mine was only 
expected to be profitable from 1903 on. This was too much 
for even the Union to stomach, and the general meeting of 
the Union on 6 December 1901 voted to sell "Adolf von 
Hansemann" for 9 to 10 million marks) one account had it 
that the lucky purchaser of the nine was to be the Disconto- 
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Basel Ischaft itsel-f. But then the Union had second thoughts 

and realized that its iron and steelworks in Dortmund were 
so extensive that it could not dispense Mlth oMnership of 
its oii«n coal nines and independence from the cartel 11 zed 
coal market. Instead of selling "Adolf von Hanseeann", the 
Union embarked upon the reorganization of 1902, reduced its 
share capital and sold off the Henri chshiitte. The Disconto- 
Gesellschaft did have the decency to pay the Union 700,000 
marks compensation for the damage - although a stricter 
critic would demand five times that amount in compensation, 
namely ll£ million marks initial overpayment, plus 2*/^ 
million marks damage from the subsequent explosion.*^ 

Yet after this accident "Adolf von Hansemann'* 
confounded the sceptics and became a very good property. 
One great improvement was the installation of nsw electric 
pumps which could lift 11 cubic metres of water a minute, 
versus a water inflow of only 2^/^—3 cubic metres per 
minute. In 1901/02 the mine raised 138,499 tonnes of coal, 
in 1902/03 265,301 tonnes; in 1906/09 422,007 tonnes of coal 
as well as producing 243,911 tonnes of coke, 3,288 tonnes of 
ammonia, and 7,511 tonnes of tar. "Adolf von Hansemann" 
accountcrd on its own for 4SX of the Union's total coal 
production in 1908/09 of 939,357 tonnes, and was even more 
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doainant in coke productions 73% of a total 334,422 tonn»s. 
This singlo acquisition, in spite of the most inauspicious 
beginnings possible, turned around the Union's coal 
situation from acceptable in 1899 to comfortable by 1909. 
In respect of coal, at least, Stillich's picture of the 
Union Mas blacker than it needed to be because the last 
figures available to hin Mere 1902/03, before the new 
colliery could display its virtues. "Adolf von Hansemann's" 
greatest virtue Mas that it lay in the band of fat coal 
aines near the Lippe Mhich Mere ideal for coking coal, as 
opposed to the Union's other collieries, which were located 
further to the south and had little or no fat coal reserves. 
In spite of the worst intentions of the Disconto- 
Besel 1 schaf t , the Union's purchase of "Adolf von Hansemann** 
actually turned out for the best. "Adolf von Hansemann'* 
became one of the top coal producers in the Ruhr, and by the 
1960'b had five shafts, and then was still in production. 

The acquisition of "Adolf von Hansemann" changed the 
Union's coal position so radically that 1 shall sum up this 
section in two partsi first, I shall discuss the four other 
mines, and second, "Adolf von Hansemann". 

With hindsight, it is clear that 1872 was too early a 
date to form a vertically integrated coal -to-steel company 
in the Ruhr, because many of the northern fat coal mines — 
such as "Alma", "FQrst Hardenberg", "Minister Stein", 
"Erin" - only comiBenced production in the 1870 's. A company 



79. Saiina's Borsan-PaDiere 34th edition 1910/1911 pp. 867- 
872; Sehachtanlaom Adolf von Hansemann. table facing p. 62. 
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formed in 1872 Nould have to be based upon the collieries of 
the southern Ruhr, vdiich did not have abundant supplies of 
the tat coals needed to nake coke. This Mas exactly the 
Union's problem. "Sluckauf Tiefbau" Mas slightly better in 
this respect than tne other mines. One o-f the most peculiar 
aspects of the Union's coal policy is that two of the three 
colAieries it purcnased Mere not in the fat coal fields of 
the north, but rather in the anthracitic fields of the 
south, nankely "Brockhauser Tiefbau" and "Kaiser Friedrich". 
The Union could say in defence of the acquisition of 
"Brockhauser Tiefbau" that it Mas cheap (300,000 marks) , it 
had nicherto supplied rhe Henri chsnutte, and that it rounded 
out the panel of "Carl Friedrichs Erbstollen". None of this 
could oe said in favour of the acquisition of "Kaiser 
Friedrich". Perhaps that acquisition can only be understood 
as a last'-fflinute panic, a Torschiusspani k by the iron 
industry which teared that soon there Mould be no collieries 
to acquire and it Mould be delivered to the tender mercies 
or tine coai cartel; so the ynic#ri bought "Kaiser Frisdrich", 
even tnough its anthracite coals Mere unsMjited to the 
Union's requirements. So far as these four mines are 
concerned, mm may say that the Union's mines Hera too old 
(all except "Kaiser Friedrich" Ment back to the eighteenth 
century, Mhich would mean narrow levels and galleries 
preventing the install arion of modern mining equipment) and 
produced the wrong type of coal. Acquisitions only made 
this problem worse, since in respect of fat coals 
"Brockhauser Tiefbau" and "Kaiser Friedrich" Mere even more 
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pOfMTly placed than "Carl Friedrichs Erbstolen" and ''Blttckauf 
Tiafbau". Intersstingly , th« Union's successor company, 
Hugo Stinnes' Deutsch-Lux, also had the weakness of having 
collieries chiefly in the southern band of anthracite 
producers; but in the case of Deutsch-Lux the problen) was 
remedied by a merger in 1920 Mith the biggest owner of fat 
coal mines, the Selsenkirchener Bergwerks-Actien— 
eesellschaft. 

The acquisition of "Adolf von Hansemann" balanced and 
cancelled out many weaknesses. In theory, the Dortaunder 
Union should have suffered from being compelled to acquire a 
colliery the Oisconto-Qesellschaf t did not want. The owner 
of "Adolf von Hansemann*', the Mengeder Bergwerk6-A6, had 
already suffered from the Disconto-Gesel Ischaf t 's 
predilection for confining business within its own group of 
codtp^n^es* i>ts "zaibatSU": the sinking of "Adolf von 
Hansemann" was delayed because the mine used poor quality 
iron tubbings supplied by the Dortmunder Union. Yet such 
is the aleatory nature of mining that "Adolf von Hansemann" 
turned out to be a very valuable property. It raised a 
large amount of coal overall and also produced much coke, 
and soon was supplying the Union with nearly three-quarters 
of its coke supplies. 

Finally, as opposed to the iron ore mines, where the 
Union suffered from bad luck more than anything else, in the 
instance of the coal nines we can pinpoint a number of inept 
management decisions. The Union's management decided to 
"Drockhauser Tiefbau" and, even worse "Kaiser Friedrich"; 
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parAdoxically, the Union ai«OBt sold off "Adolf von 
Hansenann'* after the accident of 1901 ^ and only did not do 
so because it had second thoughts. These actions betray an 
inept and haphazard style of nanagement, with no deep 
understanding of the industry: the sort of management style 
one Mould expect fron financiers and bureaucrats who are 
reacting to events rather than following a strategy. 

1. Conclusion . 
An analysis of the Dortmunder Union must answer two 
questions: Why did the Union fail? Secondly, to what extent 
was the Disconto-Gesellschaf t to blame for the Union's 
failure? 

The answer to the first question is itself in two 
parts. The first part is the various causes which brought 
about the Union's rapid collapse in the early 1870 's. These 
include the initial overcapitalization of the Sortnunder 
Hiitte, which was brought into the Union at what Strousberg 
said it was worth, even though it produced less than Horst 
and the H^richshutte; the shopping spree the Union embarked 
upon at the height of the boom, which eventually led to 
horrendous stock losses; and the hiring of more workers at 
the height of the boom, who were overpaid and underskilled. 
One of the most remarkable causes of the Union's early 
losses was the deliberate policy of the Disconto- 
Besellschaf t, mentioned in Mey«^'s letter to Goose of 13 
March 1876 (see above pp.2SS'2S6)9 encouraging the 

Union to work flat out in spite of any losses, hewing that 
this would then cause cmpetitors to drop out of the market. 
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This policy almost certainly did not outlast tho 1870's« but 
it Mould have left a heritage of profligacy. 

Unlike its coi^ietitors like Krupp or the Phoenix, 
however 9 the Union did not Just suffer during the 1870 'ss 
the reorganizations of 1875 and 187B were followed by two 
more in 1896 and 1902. The Union's problems were Bore deeply 
rooted than such temporary probletns as stock losses which 
brought about the initial catastrophe. The eerger was a 
Mistake from the start. The works were too dispersed, 
spreading fron Horst« Hattingen, Dorteund, Aplerbeck and 
Hasslinghausen in the west to Bredelar jund Othfresen in the 
east and Svabensverke in the north. Geographical dispersion 
can be fatal in heavy industry where the products are 
difficult to transport. All these works except Dortmund, 
Horst, and Hattingen were ^ut down by the end of the 
century. Although Horst and the Henri chshiitte in Hattingen 
survived, they were crippled by the concentration of steel 
production at Dortmund in the 1880 's. Another problem was 
that the Union appears to have been technically backward 
compared with its competitors like the Bochumer Vereins that 
was at least the fspinion of Wilhelm Heinrich Miiller (see 
above p.2Bi)* A third problem was that Dortmund, 

until the opening of the Dortmund -Ems canal in 1899, was a 
very unsuitable place to establish a Bessemer works, since 
it was not possible to bring in the iron ore by water, as it 
is at Duisburg on the Rhine. Krupp and Thyssen both chose 
to establish their steelworks at Duisburg or on the opposite 
shore, in Rheinhausen. (The Hoesch family Mas a 
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cliff»r«nt opinion: thiiy sot up thoir BoBseaor Morks in 

Dortmund in 1871, because of the abundant coal supplies.) 
A further problem mas the very bad luck the Union suffered 
with its iron ore mines. In the case of the collieries, 
poor timing and mismanagement are to blamei poor timing, 
because the Union was founded on the basis of vertical 
integration before the big northern fat coal mines were 
opened, and what coal mines it could acquire in 1872 would 
have limited fat coal reserves and thus be unsuited for 
making cokei mismanagement, because two of the mines the 
Union acquired were even worse off for coking coal than its 
original mines, and the third fat coal mine it acquired it 
nearly sold again before it had second thoughts. The 
collieries provide us with clear episodes of mismanagement. 
It is more difficult to Judge the Union's managers in other 
matters. Adolph von Hansemann sought tp blame Mil helm 
Heinrich nailer for the Union's problems in the IBTO's - 
unJuBtl/, it appears. liUller Mas succeeded by bureaucrats 
and bureaucratically trained bankers. Not enough is known 
about these men to condemn them outright as bad managers- 
and Hermann Brauns should be credited with some notable 
achievements, such as the Dortmund-Ems canal - but we can 
say that the management of the Union was so demoralized that 
it could not hold onto men who subsequently carved out very 
good careers: Adolf Kirdorf, Caspar Heinrich Jucho, August 
Klfinne, and Milhelm Heinrich Mttller himself. The Union's 
workforce seems to have been similarly demoralized. The 
founding of the Union was also poorly timed in that 1873 
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inaugurated a long stretch o-f declining prices lasting until 



1887. This year, mhich S. B. Saul rscomnendft as a inore 

us0-ful tarninuB for the end of the long decline in prices in 

the nineteenth century than 1896, is also better suited to 

the history of the Ruhr, since 1887 saw prices in heavy 

industry pick up again and this boom culminated in the Ruhr 

Miners' strike of 1889.*^ The price decline penalized 

vertically integrated fires and assisted firms which were 

not so integrated, such as August Thyssen's first venture, 

the tube factory Thyssen & Co.** The problem was expressed 

best by Joseph I1assen«, the Beneral Director of the Hoerder 

Verein, before the government committee investigating the 

conditions of the iron industry in 1878: 

"Today nearly all those Morks which produce their 
raM materials themselves are in a far more 
unfavourable situation than those which merely 
process the materials. Today our entire industry, 
starting with coal and iron ore mining, operates 
at a loss. Those works which are situated on the 
most natural and solid basis, in that they produce 
their ram materials themselves have to struggle 
with vastly greater difficulties than works which, 
say, Just manufacture steel rails and must 
purchase their coal and pig iron. Today we can 
buy our raw materials more cheaply than we can 
produce them ourselves. 

This is an important point, because many authors - Gerhard 

Sebhardt and Gerald Feldman, for example - have asserted 

that vertical integration is always to a company's 



80. S. B. Saul , The Myth of the Great Depression. 1873-1896 
(London and BasingstDke, 1969) pp. 15, 17; Friedrich Artur 
Freundt, Kaoital und Arbeit (Berlin, C 19293) p- 31. 

81. Paul Arnst, August Thyssen und sein Werk (Leipzig, 192S) 
pp. 11 -*- 12 (g Eroanzunosbandezur Zeltschrift fur 

Handel swissenschaftliche Forschung , vol. 7). 

82. Stillich, Eisen- und St ahl -Industrie , p. 40. 
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I iMMild qualify this by saying that this is only tru» during 
a period of rising prices. In a period o-F falling prices or 
effective disinflation non-integrated flrns are often more 
advantageously placed. 

Finally, one of the most impwtant reasons for the 
failure of the Union was that although the Unitan undervnent 
numerous capital reductions - five if we include the merger 
into Deutsch-Lux - the Union's capital was never reduced by 
enough at one blow. Adolph von Hansemann did not measure up 
to his father David Hansemann as a company doctor i David 
Hansemann knew surgery had to be severe in order to succeed, 
and so he reduced the share capital of the Phoenix from 6 
million thalers to 600,000 thalers at one stroke. Although 
cumulatively the Union's original share capital was reduced 
to 1/40 by 1910, no single reduction was severe enough. 

This brings me to the second questions to what extent 
can the Disconto-Sesellschaf t be blamed for the failure of 
the Union? In my opinion, tnuch of the blame for the Union's 
failure can be assigned to the Disconto-Gesellschaf t. First 
there was the Disconto-Gesellschaf t 's deliberate policy, 
mentioned in Meyer's letter to Goose, of allowing the Union 
to run up losses so long as it worked flat out. Among the 
longer term problems, the Disconto-Gesel 1 schaf t can be 
blamed for the geographical dispersal, to some extent for 
the vertical integration i^ieh was a problem in 1873-1887, 

S3. Gebhardt, Ruhrtyerqbau . p. 213; Gerald D. Feldman, Iron 
and Steel in the German Inflation 191^-1923 (Princeton, 
1977) pp. lS-16. 
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and for thm crippling of the Horst Morks and the 
Henri chshQtte because these problems were the result of the 
original oerger, and the merger Mas due to the impetus of 
the Disconto-Gesellschaft. The merger bore all the earmarks 

of a decision taken by a Berlin banks it was the resujilt of a 
temporary financial constellation, not the fusion of 
companies Mhich actually fitted together for industrial 
reasons. The fall of Strcxisberg meant that the Disconto- 
Gesellschaft suddenly found itself owning both the 
Henri ChshQtte and the Oortmunder Hatte, and it deluded 
itself into thinking that there were other reasons in favour 
of a merger other than common ownership. The DiscontO' 
Qesellschaft can also be blamed for the Union's demoralized 
management: talented heavy industrial managers had no desire 
to be tied to the apron strings of a Berlin bank* and rather 
than grant the Union nore autonomy, the Disconto- 
Gesellschaft preferred to send into the management pliable 
government bureaucrats and bank employees. A dominant bank 
can cramp talented managers. This helps to explain why 
universal banks, and the Disconto-Gesellschaf t in 
particular, not only financed disasters such as the 
Oortmunder Union, the Harzer Union, or the Commerner 
Bergwerks- und Hutten-Actien-Verein , but were also more 
likely to be involved with mediocre cotqianies such as the 
Phoemlx or the Union ElectricitAts-tSesel Ischaf t as opposed 
to the successful, but idiosyncratically managed companies 
in the same industry, such as the Hechernicher Bergwerks- 
Actien-Verein, the Metal 1 gesel Ischaft , Krupp, Siemens, or 
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tne A. E. B. Curiously, in the one instance where it seents 
most likely that the Di sconto-Gesei i schaf t did directly 
inter + ere, namely the acquisition o-f "Adolf von Hansetnann", 
t.he acquisition turned out very well. But this was an 
unexpected oonus: a more likely result would be the problems 
"Adolf von Mansemann" itself experienced with the shoddy 
tuDCiings it was forced to buy from the Dortmunder Union in 
the l870's. Finally, the decisions over the financial 
policy of the Dortmunder Union were entirely in the hands of 
the Di sconto-Gesel 1 schaf t; and we can safely blame the 
Di sconto-Gesel 1 schaf t , and Adolph von Hansemann in 
particular, ror not carrying out a severe enough capital 
reducti on. 

It IS oizarre that the Di sconto-Gesel 1 schaf t stuck with 

the Union for so long. The most plausible explanation lies 

in tne psycho! og/ of Adclpn von hansemann. Hansemann 

e>;ercized autocratic power t^ithin the Di scon to-Gesel 1 schaf t , 

and coula De very siCubbcrns one can name the instance where 

he refused to believe that he had been swindled over some 

Korean gold mines."** ^laximilian Harden has made a very 

perceptive comment: 

"He would have reorganized the Dortmunder Union 
ten times over if it h«id teen necessary; since he 
was inwardly convinced that anything that he 
touched must eventually turn out for the best. 

Significantly, it was not until the last year of Hansefr.ann ' s 



S4. Max von Schinckel, fcrinnerunaen ^Hamburg, 19283 pp. 253- 
254. 

85. uis Criaximilian Harden?j, "Hansemann" in: Die Zukunft ed. 
Harden (Berlin, October-December 1903) vol. 45, p. 459. 
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l±fm that the Dortnunder Union took th« decision to sell off 
the Henri chshatte, and by that tine Hansemann was so broken 
in spirit that he did not utter a word at annual general 
Meetings of the Oortmunder Union.** 

The Dortatunder Union disaster is by no means unique 
among industrial ventures of the Disconto-eesellschafts if I 
wanted to demonstrate the Disconto-Gesellscha-f t 'b 
inconpetence one could as well study the histories of the 
lead nines "Neue Hoffnung" and "Bertha Isabella", the lead 
nine and smelter company Commernar Bergwerks— und HQtt en- 
Act ien-Verein, the collieries of the Bochumer Bergwerks- 
Actien-Qesellschaf t and the Mengeder Bergwerks-Actien- 
Oesellschaf t (which I have partly discussed above) , the iron 
ore mine Harzer Union, the GroAt Venezuela Railway* the 
Brunswick Railway Company, or Victor Popp's Internationale 
Druckluft- und Electrici tats-Gesel Ischaf t. In the scale of 
the disaster and in its persistence the Dortnunder Union is 
unique. Much of the blame for this can be placed at the 
door of the Disconto-Gesellschaf t, for putting through a 
merger for financial reasons, rather than industrial onesj 
for choosing managers who had no technical training, and 
demoralizing good managers through interfering in the 
Union's management; for interfering in technical questions, 
such as where to purchase tubbings; and for never carrying 
out a capital reduction that was severe enough. 



86. Steller, Fuhrende Manner , p. 27. 
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XV. Inv»t««nt« in Iron and Steel- Second Parta 

Relations with ! rupp . 
A. KruDP and the Banker*. 

The experience of the Dortnunder Union might lead one 
to think that German banks were so generous that although 
they often lent to poorly-run conpanies, they wcH^e also very 
munificent towards well-run companies. This was by no means 
the case. The financial history of the greatest Geraan iron 
and steel concern, Friedrich Krupp of Essen, provides the 
classic exanplet and has been used before by critics of the 
Serman banks. *■ 

Although Krupp had contacts to other^ before 1848 - the 
connection with the Cologne bank J.D. Herstastt St Co. can be 
dated back to 1835 - Krupp 's chief source of finance before 
then Mas relatives and silent partners: until 1844 Krupp 's 
silent partner was his cousin Friedrich von flQller, after 
that he Mas r^ laced by the wealthy merchant Friedrich 
Helnrlch SOllingf a partner of the firm Arnold Theodor 
Soiling of Essen and Rotterdam. In May 1849 Krupp began 
negotiations with what was to be his first important banking 
connection, Sal. Oppenheim Jr. -i- Cie. of Cologne, who 

1. Jacob Riesser, Die deutschen Grossbanken und ihre 
Konzentration im Zusammenhanoe mit der Entwicklunq der 
Qesamtwirtschaf t in Deutschland (Jena, '•1912) p. 5 rote 1 
(taking issue with Alfred Lansburgh) ; Alfred Kruger, Das 
KBlner Bankierqewerbe vom Ende des 18. Jahrhunderts bis 1875 
(Essen, 1925> p. 109; Dr Klara van Eyll, "Kolner Banken Im 
19. Jahrhundert und ihr Einfluss auf die Industri al i si erung 
in der Rheinpr ovinr " ins Mitteilunaen der Industrie- und 
Handel skammer zu Koln (1973) p. 256. 
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grantad bin a credit of up to 50,000 thalers in NovaaAar 
1849. This eradlt was very Halcome, since in the period 
1848-1850 Krupp was expanding rapidly and had already spent 
scMM 16,900 thalers. But Krupp did not knoM hOM to handle 
his bankers and his bank accounts. What a banker regarded 
as a ceilinQf Krupp regarded as a floor. Nor were matters 
assisted by Krupp s tendency to finance investment by 
overdrawing his accounts without warning. By October 1890 
Krupp had exceeded his credit by 6,000 thalers, and 
Oppenheia issued a first warning. Krupp was able to reassure 
hia by showing that ha held nuaerous bills drawn on the 
Cologne-Jiinden Railway for supplying rails; this settled 
natters y since the Cologne-Hinden Railway was an Oppenheia 
venture, Dagobert Oppenheiat was the chairman of its board f 
and Oppenheia took care of its banking requireaants; a 
bill on the Cologne-Minden Railway was almost as good as a 
bill on the house of Oppfltnhaia. On 12 July 1895 831 ling 
agreed to guar«itee all funds borrowed by Krupp from 

• • • 

Oppenheia over 3O,00O thalers and up to SO,0O0 thalers. But 
although the credit liait was increased yet again - to 
80,000 thalers - by 30 June 1856 Krupp Mas in debt to 
Oppenheia to the aaount of 97,000 thalers. The bank took 
the most severe line possible, refused Krupp 's attempt to 
draw upon then for another 7,000 thalers, and thrsatmied to 
take serious neasures. The crisis was only settled by 
Sblling agreeing to increase his guarantee to 100,000 
thalers. Fortunately, Krupp had soae 65,000 thalers worth 
of bills on the Cologne-Minden railway, which, as Soiling 
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said later, he used "to stop Oppenhein's iMMith". By the end 
of 1856 Krupp had reduced his debit with Oppenheie to around 
17,680 thalers. The connection was not wholly broken off 
because Krupp did not want to offend the Cologne-Hinden 
Railway, but the link with Oppenheim was limited to cashing 
bills of the CologneHlinden Railway. Oppenheie was an 
object of Krupp 's particular hatred. By 1874 Carl Meyer 
said that the firn Krupp had no connection whatsoever with 
Oppenheim.* 

When the Disconto-Gesel ischafrt was founded in 1851, 

Krupp acquired soee shares; but it was only somewhat later 

that he began to borrow from the Disconto-Besellschaf t." 

The Disconto-Gesellschaf t was . no nore enthusiastic about 

Krupp than the House of Oppenheim was. Hermann Heise, the 

Proeurist of the Oisconto-Gesellschaf t made the following 

explanation to Ernst Ualdthausen, a silent partner of Krupp, 

in 1356 about why the Discontc-Gesellschaf t did not like 

lending to Krupp: 

"With us the largest sum is - as you know - 60,000 
thalers; that Krupp can use this and would like to 
have it, I am inwardly convinced; the question is 
whether it is reasonable and Justified to entrust 
him with this amount - or any money at all. No 
matter how much I admire Krupp as an ingenious 
industrialist, until now I have had very little 
cause to admire the way he handles money." 



2. "Die Finanzlage der Firma Fried. Krupp^on 1844-1863. 

Geschichtl i che Studie. Als Handschrift g^_druckt. Geheim: 
Nicht zur Ausgabe bestifflfflt" (Essen, March 1908) pp. 18-19, 
30-31, 47, 54; in: H.A. Krupp WA X a. 3. SO; Abklatsch Of 
Carl Meyer, Berlin, 6 April 1874 to F. W. Gehra in Breslau, 
H.A. Krupp, WA II 13. (Kopierbuch) fols. 20-21. 

3. "Finanzlage Krupps 1844-1863" p. 19. ins H.A. Krupp MA X 
3. 80. 
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UaldthauiMn added i 



"There you have not only the opinion of the 
Disconto-Cesellschaf t, but of all the rest of the 
financial world. Mhich has had dealings with the 

Firna Krupp I 

In the iBSO's Krupp also initiated links to a nunber of 
other bankss to the Schaaf f hausen'scher Bankverein of 
Cologne froii 1853, and to the Berlin private banks 
Mendelssohn St Co., Robert Warschauer & Co. and 8. 
Bleichroder during the course of the decade; Krupp began 
working with the private bank Uilheln It Conrad Haldthausen 
of Essen in 1856.° Soiling had a keen merchant's nose for 
the course of the conjuncture, and in 18S6 he becaee very 
concc»rned about how nuch Krupp had borrowed from the 
various bankers. On 10 October he wrote to Alfred Krupps 

"If we did not have the high overdrafts at the 

bankers, Schaaf fhausen 113,000, Herstatt 70,000, 
Di sconto-Ges. 30 to 40,000, I would not be so 
concerned about the matter; but so long as these 
accounts are not brought down altogether to a 
reasonable amount of about 60-100,000, I shall 
remain very worried, and I believe rightly so.*** 

On 27 OctcAer 18S6 Sfilling repeated his warnings 

"You can count on the fact that in the new year a 
warning A la Oppenheim will come Cfrom Herstatt! , 

and then we will not have any 65,000 thalers drawn 
on the Cologne-Minden Railway with which to stop 



4. Ernst Waldthausen 25 September 1856 to the Krupp 
Procurist Theodor Topp ins "Finanzlage Krupps 1844'>iB63'' pp. 
56-97 in H.A. Krupp MA Xa 3.80. 

5. "Finanzlage Krupps 1844-1663 pp. 18-19 ins H.A. Krupp NA 
Xa 3. 80. 

6. Friedrich Heinrich Soiling 10 October 1856 to Alfred 
Krupp in "Finanzlage Krupps 1844-1863** p. 53 ins H.A. Krupp 
WA Xa 3. 80. 
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him Mouth. 

It is interesting to contrast the situation of Krupp 
Mith that of thB Phosnix. By straining ovary sinsM, Krupp 
never seems to have been able to borroM nuch more than 
300,000 thalers froii various bankers. If ms total the 
afliounts in Sdlling's letter of 10 October and add another 
100|000 for Oppenheim. The Phoenix, on the other hand, was 
able to borrow no less than 680,000 thalers on current 
account from its bankers, Sal. Oppenheim Jr. ■*- Cie. and 
Edward Blount U Co. of Paris in 1855.* And the Phoenix was 
a nuch more niediocre enterprise than the already famous firm 
of Krupp. It had already undergone one reorganization in 
1855, and five years later it would need the ^arp knife of 
David Hanseaann to recover. Yet the Phoenix was largely a 
creation of financiers and private bankers; evidently 
Oppenheim, for one, felt he could trust his like more safely 
than a brilliant but unpredictable character like Alfred 

Krupp. This turned out to be a serious error o-f judgement. 

Another instance of the distrust the banks had for 
Krupp came in 1857, after the death of Friedrich 8011ing> 
Soiling's silent partnership was offered to both the 
Sch'aaf fhausen'scher Bankverein and J. O. Herstatt. Both 

re-fused it.^ 

7. Soiling, 27 October 1856 to Krupp in "Finanzlage Krupps 
1844-1863" p. 54 in: H.A. Krupp WA Xa 3. 80. 

8. Rondo E. Cameron, France and the Economic Devglopment of 
Europe ISOO— 1914. Conquests of Peace and Seeds of War 
(Princeton, 1961) p. 393. 

9. "Finanzlage Krupps 1844-1863" p. 59 in& H. A. Krupp, W.A. 
Xa. 3. 80. 
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The turning point for Krupp's financial saga caM in 
1858f when Milheln Ludwig Deichmann opened his own private 
bank in Cologne. Deichmann had been one of. the partnc!rs of 
the Cologne private bank Abraham Schaaf fhausen & Co. at the 
time of its collapse in 1848, and atoned for this by working 
to rebuild the bank in the form of the Schaaf fhausen 'scher 
Bankvereln. (The collapse of Schaaf fhausen in 1848 was due 
to ill i quid ity because of the unusual events of that year; 
Schaaf fhausen had more than enough assets to cover its 
liabilities* the assets Just happened to be in loans to the 
iron industry and in Cologne property, which were very 
illiquid.) By 1858 the bank had recovered enough so that it 
could repay the government the funds extended to it, and 
Deichmann left the bank to set up his own firm. Deichmann 
had numerous family connections among the "Colctgne clique" 
( Kolner KlUnael ) which he could tap, and one of the most 

« 

prominent members of the K51 ner Kianoel- Adolph vom Rath, a 
member of the wealthy Cologne family of sugar refiners, 
became a partner in Deichmann tc Co. 

Krupp at once opcmed an account, and in the first year 
of existence of the new bank (1858), the turnover in his 
account totalled 130,000 thalers. Krupp had at last found a 
private banker who believed in him. Deichmann gave 
evidence of this in a letter of 11 Hay 1899, when he 
extended Krupp a further credit of 60,000 thalers, and added 
no less welcome words of praise for Krupp b 

10. Gert von Eynern, Die Unternehmungen der Familie vom 
Rath. Ein Beitrao z^r FamilienQeschichte (Bonn, 1930) p. 
157. 
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"YcMi are in a -far lacir* fortunate position than 
most of the other large establishments, since you 
do not need the help of the bankers, upon whom one 
can rarely count in evil tines. ""-^ 

No less astonishing than the willingness with i^ich 

Deichiiann extended this credit is the tiningi the outbreak 

of the Italian brought about a panic on the London Stock 
Exchange in 1859, which begM in the third week of April and 

continued into the beginning of Hay.*-' Deichmann was 

anything but a fair weather friend. It does seeoi as though 
Oeichiiann may have later been nore cautious, or Krupp's 
deoands outstripped Oeicheann's resourcest for in 1865 Krupp 
turned to the French banker Baron F. A. Seilli^e for 

further loans. But when Krupp began further massive 
expansion in 1871, Deichaann extended a credit in unlimited 
amount, and added, "The larger the sums you draw upon us, 
the nore we like it."^'* 

Krupp continued to spread his business among numerous 
banks. This was partly deliberate policy, and partly 
because Krupp was so pugnacious that he often ciuarreled with 
his bankers. In 1874 Carl Meyer remarked that Krupp had an 
active connection to Mendelssohn tt Co. and Robert Marschauer 

11. Tinanzlage Krupps 1844-1863** pp. 18-19, 39-60 ins H.A. 
Krupp MA Xa 3. 80. 

12. David Morier Evans, The History of the Commercial Crisis 
1857-53. and the Stock Exchange Panic of 1839 (London, 1860) 
pp. 148-170. 

13. Cameron, France and Economic Development- pp. 396-397; 
Wilhelm Berdrow, Alfred Kruoo (Berlin, 1927) vol. 2 p. 89. 

14. Kriiger, K'olner I^nki ergewerbe . p. 109. 
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One of the most important banking connections of Krupp 

was with the exclusive Berlin banking house of Meyer— Cohn, 

favoured by Emperor William I and scions of the Prussian 

aristocracy, including the Hohenlohe family and Friedrich 

von Hoi stein. The connection to Meyer— Cohn seems to have 

been on an easier footing than those with Mendelssohn, 

Warschauer, and Bleichrbder, partly because Meyer—Cohn, as a 

newer and less traditional banking house - and with a 

clientele whose finances were often in a far more confused 

state than Krupp 's - was more tolerant of Krupp 's irregular 

financial habits. Alfred Krupp brought this out in a letter 

to the Prokura around October 1876: 

"If the business in Petersburg is realized, then 
the question of how to receive the payment arises. 
Previously the money went via Mendelssohn, now we 
will probably recommend another house, not 
Bleichroder or Warschauer, because they would 
prove themselves to be no better. The bird is not 
yet on the roof, to say nothing of it in the hand, 
but one must still prepare oneself for this 
question. Perhaps the Russians have another house 
for their business, otherwise I will propose 
Meyer -Cohn, as soon as there is something to 
propose. " ** 

Krupp also came into contact with other banks who were 



15. Carl Meyer, Berlin, 6 April 1874 to F. W. Gehra in 
Breslau in: H. A. Krupp, WA II 13, fols. 20-21.; Werner E. 
Mosse , Jews in the German Economv: The German— Jewi sh 
Economic ^lite 1820-1935 (Oxford, 1987) p. 27£>. 

Ih. Al-fred Krupp, probably October 1B76 to the Procura, in: 
Alfred Krupps Briefe und Ni ederschr i f ten vol . 15: Das Jahr 
1876 fol. 278 in: H.A. Krupp On Meyer- Cohn see: Helmuth 
Rogge, Friedrich von Holstein. Lebensbekenntni s in Briefen 
an eine Frau (Berlin, 1932) p. XXIX; Bundesarchiv Koblenz, 
Nachlass Chlodwig Hohenlohe, Nr. 385 and Nr. 981; Fritz 
Stern, Gold and Iron: Bismarck. Bleichroder and the 
Building of the German Empire (New York, 1977) p. 251; 
Mosse, Jews in German Economy pp. 99, 101, 173, 176. 
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agents -for foreign governeents. Thus Krupp supplied the 
Rounanians Mith cannon; and their agent in Berlin Nas the 
Disconto-Gesellschaf t. Finally, Krupp was always Milling 
to spread his nets wider in the hope o-f raising eore loanss 
thus in March 1873 Krupp began negotiations with the 
Preussische Central -Bodencredit-Actien-Sesellschaft of 
Berlin for a five year loan of 10 million thalers, at an 
interest rate of SX plus a fee of 2%, secured by a mortgage 
against all of Krupp *s land. This was a very out- of- 
character financial transaction for the Preussische Central— 
Bodencredit-AG, since it i«as established as a nortgage bank, 
designed to raise (Doney for East Elbian agrarians through 
issuing Pf andbriefe . The proposed loan, hot^ever, did not 
coee to fruition.^* 

Krupp 's financial situation was never disastrousi the 
firn was too good an establishment for that to be the case. 
But until Krupp opened his account with Deichmann in 1858« 
Krupp had constant quarrels with his bankers and money was 
always very tight. It is certainly true that Krupp did not 
know how to manage his financial affairs correctlyi he 
proceeded along merrily until a crisis arose. But the 
bankers were demanding too much in requiring that Krupp be a 
financial mastermind, as well as an industrialist of genius. 
Banks should be the handmaiden, not the mistress of 
industry; and they should worry about the financial affairs 

17. M. MUller, Vienna, 29 November 1981 to Friedrich A. 
Krupp in Essen in H.A. Krupp, W.A. IV 238, fol. 16. 

18. Extract from file W.A. IV 114 ins H. A. Krupp, U. A. XV 
h 147, fol. 4. 
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of their clientSy leaving their clients to produce the 
product and market it. The history of Krupp's relations 
Mith hie bankers is one of the blackest earks against the 
German banks. Oppenhein appears in a very unflattering 
light; and the two universal banks involved, the Disconto- 
Gesellscha-ft and the Schaaf-fhausen'scher Bankverein, appear 
no better. Krupp's salvation was the extensive and diverse 
natMork of private bankers Mhich Germany had in the IGSO's, 
substantial parts of Mhich had disappeared by 1914. Thus 
lO'upp could continue knocking on nunerous doors, until he 
found a Deicheann and a Meyer — Cohn who would put up the 
funds he needed. 

B. The i.rugp Loan of 1374 
During the boom years of the early 1870 's, Krupp Ment 
on a shopping spree. It was during these years that Krupp 
made bis first big move upstream, acquiring numerous iron 
mines and collieries. Money was devoted to other purposes 
as well: Krupp built a workers' colony at Cronenberg. This 
huge increase in spending combined with the sudden collapse 
of the iron market in 1873 caused Krupp to rack up vast 
losses in 1874.^* As we have seen, Krupp sought one new 
source of capital through raising a mortgage from the 
Preussische Central -Bodencredit-A6 in March 1873; but this 
plan fell through. Carl Meyer sounded out the Disconto- 
Gesellschaf t , and Adolph von Hansemann proposed a loan at S% 
plus 2X of any profits of the factory. "Death would be 



19. Alfred Krupps Brief e und Ni ederschrif ten vol. 20: 1884 - 
1887 fol. 280 note 2 in: H. A. Krupp. 
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preferable", Mas Alfred Krupp's reply. Finally Krupp 
returned to one of his favourite ideas* which he had already 

suggested to Bismarck in 18663 since Krupp's plant was so 

io^ortant to the security of Prussia, the Prussian 

governeent should supply him with more capital. In a letter 

to the Procura (unlike much smaller coApanies which had 

directors, Alfred Krupp was such an autocrat that he only 

tolerated a board of Procurists - the Procura - below him) 

of 17 January 1874, Krupp began with suspicions of 

Deichmann's intentions and then outlined his plans to pump 

the state for money: 

"From indx cations I beforehand inferred what is 
now happening. - 

"Deichmann wants his bills tc be covered and it 
almost appears as if Deichmann in future wants to 
guide the rudder .... 

"Finally I will tell you what I have in ni'-.d. I 
will come back to the entire 10 millions from the 
State, and I will tell Bismarck that 1 must kec»p 
them for 10 years. If the State cannot agree to 
that, I will Bay to him that my decision is then 
firm - since I do not want to have anything to do 
with bank usury - that the factory is to pass into 

other hands as soon as the contracts for Prussia 

and Germany are assured of fulfillment. 

"I will further demand that the State take an 

interest in the existence of the factory through 
an investment of capital, because I do not want to 
see an enemy destroy the factory on my sole 
account. I only want to retain the factory in the 
event of a new war if the State has guarantecHl to 
participate in any loss.""* 

Krupp did persuade the Prussian government to concern 

itself with bailing him out, but the loan did not come from 



20. Alfred Krupp, Essen, 18 July 1S79 to the Firma in Essen 

in: fiurp0 Krwpg gr4efg und mgdtrgchriftgff vol . i8s 187?- 

18BO fol. 120 in: H. A. Krupp. 

21. Alfred Krupp, probably 17 January 1874 to the Procura, 
transcription from U. A. IV 114 p. 129 in: H. A. I^upp W. A. 
IV h 147. 
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the Prussian government directly, but rather -from the 
Seehandlung. The Seehandlung was a very peculiar Prussian 
■financial institution. It ws originally founded by 
Frederick the Great in 1772 as a company to trade in the 
South Seas. It soon lost this purpose, however, and under 
the Finance Minister Rother in the early nineteenth century 
it became a holding company -for Prussian state enterprises. 
After the end of the Rother era in 1848, Prussia operated 
with two state banks: The Bank of Prussia was merely a 
note-issuing bank, but the Seehandlung acted as a 
development bank like the Industrial Bank of Japan or the 
Development Bank of Singapore. In this period it was 
extremely common for the Seehandlung to underwrite new 
issues of private companies, usually in association with the 
Di sconto-Besel 1 schaf t , even where no state interest can be 
discerned: in 1873 it underwrote shares of the 
Belsenkirchener Bergwerks-AG and bonds of the Dortmunder 
Union.** Prussia accordingly met Krupp's demand by having 
the Seehandlung undertake the lead in underwriting a 10 
million thaler loan for Krupp; and this was enough to make 
the other major banks fall into line and come up with the 
money. 

One of the most curious participants in the 



22. "Bestandsi nf ormati on fur den Wirtschaf tschi stori ker aus 
dem Deutschen Zentral archi v Potsdam: Der Bestand 
Preussische Staatsbank (Seehandlung) im Deutschen 
Zentral archi v Historische Abteiling II, Merseburg" in: 
Jahrbuch far Wi rtschaf t sqeschi chte (Berlin, 1970) III p- 
261; Otto Glagau, Der Borsen- und Gr undunqs-Schwi ndel in 
Deutschland. (Zweiter Thei 1 von "Der Borsen- und Griindunqs- 
Schwindel in Berlin ) (Leipzig, 1877) pp, 347-349- 
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underwriting was the Disconto-Gesell&chaf t« which, wit^ 1-47^ 
of the loan, would hmvm a participation second only to the 
Seehandlung itsel-f. Yet at the same tisie that the Disconto- 
Oesellschaft was supplying these funds to Krupp, the 
Dortmunder Union also needed funds and the Disconto- 
Gesellschaft soon had to swallow a new issue of Union 
preference shares. In the case of Rothschild, Carl Meyer 
noted that he worked against the Krupp loan because he had a 
heavy position in Union preference shares. The Disconto- 
Gesellschaft never seems to have displayed a similar enmity. 
I would suggest two reasons for this. First of all, even in 
a time of crisis Krupp was still the premier name in Gerean 
industry, and banks were falling over each other to get a 
share of the loan: thus Julius Schwabach, the partner of 8. 
Bleichroder, demanded and obtained for his house a place in 
the smaller and more prestigious consortium committee 
instead of the larger confidential commission 
<Vertrauanseoamlsslan) The Breslauer Dl sconto-Bank 
complained to Carl Meyer about being left out of the 
consortiuffl and requested a sub-participation instead.^ If 
the Disconto-Sesellschaf t did not want this attractive 

23. Carl Meyer, Berlin, 3 November 1874 to 8Qphus Goose in 
Essen H.A. Krupp W.A. IV 1439 fol. 24. 

24. Emil Russell, Berlin, 4 April 1874 to Carl von Bitter in 
Berlin, ina "Acta betreffmd die Ausgabe und Uebernahme von 
10 MiMionen Thlr. S% Anleihe der Firma Friedrich Krupp 
Gussstahl Fabrik zu Essen. Consortial-Seschaf t 1874-1876 
vol. I" in: Seheimes Staatsarchiv Preussischsr Kulturbesitz, 
Rep. 109, Nr. S022, fol. 4. 

25. Carl Meyer, Berlin, 6 April 1874 to F. M. Gehra in 
Breslau ins H. A. Krupp, W.A. II 13, fols. 20-21. 
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business « othsr banks msts mora than Hilling to I sap in. 

Secondly, and in my opinion the more important reason, the 

Discfanto-Gssallscha-rt had to retain the good will of the 

Seehandlung, Mhich was always the lead underwritar for 

Prussian and German government bonds. The president of the 

Seehandlung, Carl von Bitter, was favourably disposed 

towards Krupp, and whatever the private preferences of the 

Di scant o-eesellschaft, the Disconto-Gesellschaft could not 

afford to offend the Seehandlung. Rothschild was located in 

Frankfurt, did not work in close proximity to the 

Seehandlung, and did not depend on Prussian and Serean 

government business for his bread and butter; he could 

afford the luxury of declaring his enmity to the Krupp 

loan. The Di sconto-Gesel 1 schaf t could not. 

Carl Meyer summed up the relations between Krupp and 

the bankers over the 1874 loan very well in a letter ot 

Ernst Eichhoff (Krupp 's brother-in-law) of March 1874s"* 

"You believe that noney must now be cheaper than 
in the previous year! - This belief does not 

correspond to the actual circumstances. There is 
no turnover in the best securities. To name an 
example, the 5X tax— free preference shares of the 
Austro-French Staatsbahn , payable in gold, are 
quoted at 92'/., and were issued the previous year 
above par! — A great number of industrial 
establishments have issued senior bond issues 
( Priori tatsanleihen ) , e.g. the Dortmunder Union 
six millions at 6%, in spite of this high interest 
rate the Di sconto-Gesel 1 schaf t has not been able 
tc place this loan; the Di sctmto-Besell schaf t has 
it in its own box! 

"BleichrSder is not mighty enough to issue such a 

loan! Even Deichmann's are of the opinion that 
only the group Central Boden-Credi t /Di sconto— 
Ges. /Rothschi 1 d can conclude such a loan! In 



26. Gert von Klass, Die Drei Rinoe* Lebgnsaeschichte eines 
Industr ieunternehmens (TObingen, 1953) pp. 118—120. 
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addition I would ten times prefer to deal with 
Hansemann than with Bleichrbder, since the 
arrogance f yes the impudence ( Frechhei t ) of 
Blei chr Oder ' s partner Schwabach is unbearable! I 
already had more than enough when I dealt with him 
last summer about increasing the blank credit! - 
"I had written this much, when Meyer-Cohn visited 
me (at ten in the morning) to give me the 
following important and bitter information! — 
"Yesterday evening he was at a social gathering, 
where there was also an important member of the 
directorate of the Bank of Prussia! The 
conversation came to Meyer-Cohn 's business 
connection to you and the gentleman in question 
said the following! 

'I advise you seriously not to engage yourself 
further with Herr Krupp, the possibility can 
certainly not be excluded that Krupp will soon get 
into serious difficulties, and even if they 
finally reach a favourable settlement, you will 
still have serious obligations to fulfil! Herr 
Krupp has the mania of wanting to buy everything. 
The Cologne bankers have become very cautious and 
want to go no further! ' - So you see that your 
difficulties are known! 

"After Prince Bismarck roundly declared to me that 
he never can nor will approve a loan, that he can 
only help in the form of advances - it is lost 
effort to approach him yet again! — We cannot 
receive further advances, since everything which 
has been ordered from us has been paid for - 
besides they do not provide any lasting benefit. 
" Relata rgfgro ! But it seems to me, since I stand 
somewhat distant from matters, that there is no 
time to lose in order to avoid a catastrophe." 

The fallowing day Meyer emphasized once again the 
urgency of the .-natter in a letter to Eichhoff;*"^ 

"The Herr Chef could perhaps learn within twenty- 
four hours from Prince Bismarck that it is 
impossible to be satisfied from state funds! I 
hope I shall succeed in keeping him from any such 
attempt, since it could harm more than it helped." 

Meyer seems to have been successful in finally 

convincing the firm in Essen of the urgency of the matter, 

because by 25 March 1374 Emi 1 Russell of the Disconto- 

Gesellschaft could report to Bitter that the terms of the 



27. Klass, Drei Rinoe p. 120. 
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loan Mmrm agresd in all essentials between the bankers and 
Krupp.** The actual contract was signed in Berlin on 7 
April 1874. The proportions of the various meabers of the 

consortium were:*^ 



1. KDnigiiche Beneral^Dl recti on der Saehandlungs- 

Societat 47'/. 

2. Direction der Disconto-Gesellschaft , Berlin.... 14X 

3. Bank fllr Handel und Industrie, Berlin. ........ • SX 

4. Berliner Handel s-Gesel 1 scha-ft , Berlin. •••>••■• . 7% 

5. Bankhaus S. Bleichroder, Berlin 7X 

6. A. Schaa-f-fhausen'schar Bankverein, Cologne..... 5X 

7. Bankhaus Sal. Oppenheim jr. Cie. , Cologne.... ^'/. 

8. Deichnann & Cie. , Cologne. ..••«•..••.....••.•• . 10% 



Writing to Friedrich Wilheln Gehra of the Breslauer 

Oisconto-Bank, Carl Meyer emphasized that the -firm Krupp had 
had no influence Mhatsoever on the formation of the 
consortium. It was particularly odd that the Bank -fur 
Handel und Industrie, the Berliner Handel s~6esellschaftf and 
Oppenheim were included, since they did not figure then 
anong Krupp 's bankers, but Warschauar and Mendelssohn, with 
Mhom the Fire had an active relationship were left out. In 
particular, we can imagine how Krupp must have gritted his 
teeth at the thought of having to work with his old enemy 
Oppenheim again. Krupp did not even like working with 
Oppenheim when it was to his own advantage, such as using 
Oppenheim '5 influence with Emperor Milliam I (Oppenheim was 
on friendly terms with the Emperor, and even more so with 
the Empress Augusta, since their period in Koblenz) to get 
the Emperor's support for iron tariffs. Krupp liked even 



28. Emil Russell, Berlin, 25 March 1874 to Bitter in • 
Berlin in: GStA PK Rep. X09 Nr. 5022 fol. 1. 

29. Contract between Krupp and the loan consortium, Berlin, 
7 April 1874 in: GStA PK Rep- 109 Nr. 5022 fols. 67-68. 
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less having the loan that Mas to save his -fire being 

subscribed to this hostile party. But Krupp had no choice 
in the matter. Oppenhein was a close ally of the Disconte- 
Gesel Ischaf t , and the Disconto-GcNsellscha-Ft could lay dam 
the laM.^ 

The bond issue Mas for lO million thalers, paying 
interest at SjL and repayable at 110% over the years 1876 to 
1883, Mith the bonds to be amortized chosen annually by lot. 
This loan is gsnerally regarded as the first example of the 
issue of Parti al oiy 1 ^ oat i onen (tradeable bonds of unifore 
amount a) in Ger.Tiany, although as I remarked above (see 
above, pp. 173'/ 75 > there are some Indications that the 
Anhalt bond issue of 1839 was the first issue of this type. 
This loan had to be repaid very rapidly, and so to get Krupp 
over the trough of the 1870's a similar loan Mas issued 
later in the decade. 

In addition to underMriting the tMO Krupp loans, the 

Seehandlung mada numerous Lombard loans to Krupp during the 
1870 's ~ loans against collateral which is usually, as in 
this case, publicly quoted securities. The Seehandlung even 
mads Lombard loans to Krupp against the security of the 
Krupp bonds themselves on several occasions.*" 

30. Carl Meyer, Berlin, 6 April 1874 to Friedrich Hilhelm 
Sehra in Breslau ins H. A. Krupp, MA II 13 fols. 20-21. 

31. Ibid; further details in Sal i no's Borsen-Paoiere . 

32. L. Wiegand and Carl Meyer, Essen, 30 August 187S to the 
Seehandlung in Berlin, and Sophus Goose, Essen, 23 February, 
1879 to the Seehandlung in Berlin ins "Acta Betr. die dem 
Herrn Fried. Krupp in Essen gewahrten Lombard-'Dsrlehen'*, 
8StA Pi^, Rep. 109, Nr. 5020, fols. 1 and 21. 
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ThB Minmt nmamm of th» borr otter and the under mt it vrs 

alike assured as good a reception as could be expected for a 
••curity issued during the depths of a financial crisis. In 
undermriting this loan, the Seehandlung had the further 
advantage that it could cooMiand the resources of the entire 
governnent apparatus. Thus on Saturday, 2 May 1874, the 
Neue Borsen-Zeitunq of Berlin (a paper which Glagau says 
chivalrously took the side of the public against the 
stockjobbers; hence probably an anti -Seoii tic muckraking 
paper) doubted whether the Seehandlung had obtained a first 
mortgage on the Krupp properties - as in fact it had. This 
called forth a letter from the Berlin Police President von 
Hadai , asking whether the Seehandlung wished to pursue a 
libel action against the Wbwb ggritP-Zffj^^Ing* The answer 
was yes.** 

Yet the crisis continued to deepen, and we hear of 
panic reactions, such as reported in Carl Meyer's letter to 

Sophus Goose of 16 November lS7Ss 

" Sionatura remporls - even Krupp is broke 
( oleite ) ! ! - Meyer- Cohn was just here! on Saturday 
a gentleman from the higher nobility sold 5000 
thalers l^upp; on Monday a relative of his also 
sold a couple of thousand thalers* M°yer— Cohn is 
struck by this, and since he knows the gentlemen 
nore closely, he asks the reason why! He is them 
told that they had been to e social gathering on 
Friday; some members of the Reichstag were also 
present! The talk cojres to the desperate situation 
of industry! A e.o. parliament [English in 
originals thereupon says that the great 



33. von Madai , Kbnigliches Pol i z ei -Praesi di um, Berlin, 5 May 
1874 to Bitter, President of the Seehandlung, Berlin, GStA 
PK, Rep. 109, Nr. 5022 f ol . 139 and Bitter's minute at 
bottom of same? Otto Glagau, Per Borsen- und Griindunqs- 
Schwindel in Berlin. Gesammelte und stark vermehrte Artikel 
der "Gartenlaube" (Leipzig, 1876) pp. 81-82, 
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industrial let Krupp is irretrievably lost! The 
government will not and cannot help, his collapw 
is inevitable! The information comes from 
government circles! -" 

Meyer himself had a better grasp of current business 

affairs, and dismissed this idea as a "fairy tale" 

(Mahrchen ) .^^ And Meyer wished he could profit at the 

expense of the panic of othersf uriting to Boose two days 

later he remarked.*" 

"Mhat do you say to the price of the Krupp bondss 
77%. If only we had the money to buy some!" 

It Mould be interesting to knoM who the gentlemen from 

the higher nobility were who panicked and sold their Krupp 
bonds. A possibility is ttfo members of the Hohenlohe 
family, the Dukes of Ratibor and UJest. This is because Me 
know they were clients of Meyer-Cohn;^ they fit the 
picture of tMO related speculators frcM the higher 
nobility; the trading on inside information fits their 
raffish characters^ and they moved in government and 

political circles and can easily be iinagined at such a 
social evening. But unless confirming evidence coines to 
light, we cannot know for sure. 

One of the conditions of the Seehandlung in 
underwriting the loan was the installaticm of Carl Meyer as 
financial comptroller. The firm also established an 

34. Carl Meyer, Berlin, 16 November 1375 to Sophus Soose in 
Essen in H. A. Krapp WA IV 1439 fol. 72. 

35. Carl Meyer, Berlin, 18 November 1875 to Sophus Ooose in 
Essen, H.A. Krupp. WA IV 1439, fol. 75. 

36. Bundesarchiv Koblenz, Nachlass ChlodMig Hohenlohe, Nr. 
385 and Nr. 981. 
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accounting department ( Rechnuno«^cvl gl oncbmrcau ) Mhich at 

last dreM up some reliable accounts of the fire's financial 

activities.'^ An interesting aspect was the condition of 

the loan that Krupp supply regular quarterly reports on 

the firm's financial situation and the amount of orders and 

rat* materials the factory had to hand. These reports were 

invariably accompanied by a covering letter written by Carl 

Meyer, Mhich sought to put matters in the best light 

possible, such as this letter of 16 Decembnr 1874s ^ 

"In the railway branch, namely in rails, such 
colossal orders at profitable prices have come in, 
that in spite of a capacity which has expanded yet 
again the establishment is amply supplied with 
orders for the whole year 1875!" 

These reports were then read by the Seehandlung, the 

Di sconto-Gesel 1 schaf t , and the Berliner Handel s- 
Oesellschaft. Thus the DiscontoHSesellschaf t was in the 
possession of extremely full information about the financial 
situation of one of the Dortmunder Union's chief 
con^etitors. I shall discuss this conflict of interests in 
further detail in the next section. 

To conclude the remarks about Krupp 's 1874 loan, lO^upp 
was in an extremely weak position vis-^-vis the bankers in 
1874) it is a trough in the history of the firm. But weak 
though Krupp '5 position was, and although it had to make 
important concessions (such as giving the bankers regular 

37. Carl Meyer appoint Krupp financial controller: Klass, 
Drei Rinoe p. 121; Notiz von Nidas: "Die Entstehung des 
Krupp 'schen Rechnungsrevisionsbureaus und Nusser, sein 
erster Leiter" ini H.A. Krupp, HA VII f . 834. 

38. Carl Meyer, Essen, 16 Decefnber 1874 to the Seehandlung 
in Berlin 6StA PK Rep. 109, Nr. S022 fol. 231. 
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insights into its financial situation), in the end Krupp 
still came up truap» for tNo reavonsi first of all« as 
Bermany's preinier industrial concern Krupp was too valuable 
a client for the banks to reject it totally | and equally 
ifflportant, Krupp had a very powerful ally in the form of the 
governnent and the Seehandlung, which permitted it to issue 
a loan at a tine when other companies had no such good 
fortune. 

C. KruDD's Relations with the Dortmunder Union . 

In the 1870 's, the Di sconto-Qesel 1 schaf t was lending 
vast sums to two competing firmss Krupp and the Dortmunder 
Union. X now propose to examine how the Disconto— 
Gesellfichaf t coped with this conflict of interests. I will 
first examine to what extent Krupp and the Dortmunder Union 
really were competing enterprises; I shall then discuss the 
specific instance of competition for the Russian railway 
niarket; and I shall finally treat the industrial 
organization which provided a forum for the managemcmt of 
this conflict, namely the rail cartel. 

One might at first think that there was no conflict of 
interests because Krupp and the Dortmunder Union were not 
truly competing enterprises: Krupp made guns and specialty 
steels, the Union made some steel but was above all a mass 
producer of lower grades of iron, especially rails. 
Although there is some truth in this distinction between the 
upmarket Krupp and the downmarket Union, both con^anies had 
such a broad palette of products that they competed in 
numerous sectors. Krupp was vwy dependent on the railway 
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markot: Krupp's efiible<n« the three rings« syobolizes not guns 

but seamless steel rail May tyres. ^ Krupp enjoyed 

converting business coepetition into personal enikities, and 

I have already referred to Krupp's dislike of "a certain Mr 

F. Grillo, who is much engaged in enterprises, who is very 

clever and cunning and from Mhom I kept hithcMrto away. "'^^ 

In 1872, when the Union was being founded, Grillo hired away 

a Krupp foreman « Osann, and Krupp reacted as if he had been 

stung. Monentarily distracted from the fleshpots of 

Torquay* Krupp dashed off a long fulnination to his brother-* 

in-laN Ernst Eichhoff :*» 

"The State also has an indi spensaiile need -for 
prisons, penitentiaries and prison officials, 
«iihich cost money. We also must not be afraid of 
spending money for similar purposes and should now 
make a start. No one must leave with impunity. 
The military shoots deserters, Me cannot do that, 
but we can make them suffer as a warning for 
others if we exploit our legal rights..." 

In November 1872, discussing the purchase of iron ore mines 

in Spain, Krupp said he did not want to have to share the 
mines with a continental competitor such as the Soci^td 
Anonyme des Etabl issements John Cockerill, but was willing 
to do so if that was the only way he could prevent a Berman 



39. Klass, Drei Rinoe . pp. 4B-49. 

40. Alfred Krupp, Essen, 4 August 1B75 (in English) to 
Longsdon in London, Alfred Krupps Brief e und Nlederschrif ten 
vol. 14s IBTg fol. 323 in: H.A. Krupp. 

41. Alfred Krupp, Torquay, 22 February 1872 to Ernest 
Eichhoff , Alfred Krupps Brief e und Nlederschrif ten vol. ill 
1872 fols. 95-96 ins H. A. Krupp. 
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conpetitor, such as the Uniorii frcm Moving into Spain. 
Finally, in 1874, Mh«n th« Union bvgan the manufacture of 
guns, Krupp inmedlately warned his managers to be on their 
guard against "intrigues of big ring-leaders from that side** 
Mho Mould presumably try to woo away Krupp technicians.^^ 
In addition, on 3 November 1874 Carl Meyer narned Sophus 
Goose not to give the representation of Krupp in Munich to 
the same agent as the Union, lest Adolph von Hansemann and 
Effiil Russell learn too much about Krupp 's business.^ 

With the collapse after 1873 this competition 
increased, and it Mas fiercest in the Russian railway 
market. The 1873 collapse marked a secular change as 
Germany and most of the other advanced industrial nations 
completed their main and secondary railway lines. After 
1373, there was only one market in Europe which was 
underdeveloped enough tkill io require railways yet 
developed enough to pay for them: the Russian Empire. Here 
the railways were being built by Idiosyncratic JeMish 
railway kings.** Foremost among them was Samuel Pollakoff , 
who built tMO parallel lines in the southeast of Russia and 

42. Alfred Krupp, Villa Hugel , 8 November 1872 to Lorsbach, 
Alfred Kruoas Brief e and Niederschrif ten vol. 11: Das Jahr 
1872 fol. 272. 

43. Alfred Krupp, Essen, no date E 18743 to Sophus Goose? ins 
Alfred Kruops Briefe und Niederschrif ten vol. 13; Das Jahr 
1874 fol. 2 ins H. A. Krupp. 

44. Carl Meyer, Berlin, 3 November 1874 to Sophus Goose in 
Essen, H.A. Krupp, MA IV 1439, fols. 24-25. 

45. Theodore H. von Laue, Seraei Witte and the 
Industrial izat ion of Russia (New York and London, 1963) pp. 
43-44. 
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th« Ukraine: Kozlov-Voronezh-Rostov, and Or»l -Kursk-Khar kov- 
Taganrog, Mlth a link in the south betneen Taganrog and 
Rostov.-** Carl Meyer thought Mell of Poliakoff , saying that 
Poliakoff did not inpress Meyer as a Strousberg.^*^ 

Krupp was soon doing a lively business with Poliako-ff — 
to the disnay of the Dorteunder Union. On 7/19 December 
1874, the Union's agents in St. Petersburg, Messieurs Becker 
& Orube, reported that Krupp had sold 22,000 imperial tens 
of steel rails at £11 Ss. a ton c.i.f. Odessa or Taganrog. 
Payment could take place over two years at 6X per annum. 
Becker tt Grube said that since, according to their 
information, Krupp had not used any Petersburg houses to 
provide funds for these generous credit terms, he must have 
obtained those funds from the Disconto-Gesellschaf t in 
Berlin if he did not have the funds itself. That Mas like a 
red rag to the Dortmunder Union; Krupp was ruining the 
Russian railway market with low prices and easy credit, and 
he was doing it, moreover, with credit supplied by the 
Union's own bankers, the Disconto-Qesellschaf t. Sending 
this letter by Becker & Grube on to Emil Russell, Mil helm 
Heinrich Mtiller added that Krupp could be making very little 
indeed on these sales; freight and insurance from Essen to 
Taganrog via Holland would be £1. 5s., which would mean that 
the price of steel rails in Essen would be £10 or 67 thal-ers 

46. Kurt Grunwald, "Europe's Railways and Jewish 
Enterprise. German Jews as Pioneers of Railway Promotion" 
ins Leo Baeck Institute, Year Book VII (Londcsn, Jerusalem 
and New York) pp. 187-192. 

47. Carl Meyer, Berlin, 19 February 1875 to SophUS Goose in 
Essen, H.A. Krupp, t4A 1439 fol. 33. 
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IS groschen; since Krupp had to allocate another thaler for 
fees and rail guarantees, at mcist he could be ffiaklng 66 
thalers 15 groschen (199.50 marks) on 1016 kilos of steel 
rails <or 196.36 narks per metric tonne). Adolph von 
Hansemann immed lately forwarded this correspondence to 
Bitter, adding that the two years credit extended to 
Poliakoff was extremely superfluous since the shares and 
bonds of his railway bore an unlimited guarantee of the 
Russian government, and the government promptly paid 
Poliakoff as soon as he completed a section.'** 

The essence of the complaint of Becker & Grube, the 
Dortmunder Union, and the 01 sconto-Gesel 1 schaf t was this? 
Krupp was stealing orders away from his competitors through 
dumpingf predative pricing and cheap credit. Krupp could 
only extend this cheap credit because of the funds provided 
by his loan. It was the duty of the Seehandlung to put an 
end to this unbearable situation by bringing pressure to 
bear upon Krupp. 

Yet this pressure never seems to have materialized on 
this occasion. The correspcmdence ends with Hansemann 's 
letter. Apparently the Seehandldung felt Krupp 's actions 
were part o-f perfectly normal competition, and had no desire 
to do the Dortmunder Union's dirty work. The correspondence 
was simply placed ad acta , it was filed and forgotten. 



48. Becker tt Grube, Petersburg, 7/19 December 1874 to the 

Direction of the Union, Actien Gesellsc'-iaft fur Bergbau, 
Eisen- und Stahl -Industrie zu Dortmund; Director Wilhelm 
Heinrich MQller, Dortmund, 23 December 1874 to Emll Russell; 
Adolph von Hansemann, Berlin, 24 D°cenber 1874 to Bitterf 
ins est A PK Rep. 109, Nr. 5022 fols. 235-237. 
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The DiBconto-Sesellschaft does seem to have tried to 

prevent ICrupp from cutting prices, urging Krupp to take into 

account its debt burden as a cc»et of production. In August 

1874 Carl Meyer held talks with Hanseoiann, "Mho also let 

fall the contemptuous remark that with our CKrupp'sl 

liabilities nne cannot go beloN etc.!" Tmo days later, Meyer 

wrote to Goose, "Recent events with Hansemann + Seehandlung 

have taxed ne severely in spirit! The pills are too 

bitter for me!"^* At times, Meyer became so demoralized 

that he even believed that the Union Nas better equipped 

than Krupp. He in-forned 6oose in Noveeber 1874s 

"In any case Hansemann, who knows the production 
of the Union, has seen that our production 
techniques are oore conplicated and expensive! He 
only says Bochum in order to not say Union!" 

But much as the Di scontoHSesel 1 schaf t night have liked 

to blunt the fierce edge of Krupp 's competition, in the end 

it did not have the potter to do so, because it could exert 

no influence unless the Seehandlung also told Krupp to stop 

dueping rails in Russiai and the Seehandlung had.no 

intention of saying anything of the kind. This is an 

interesting exaeple of a conflict between banks and 

industry; and in this case the Oisconto-Gesellschaft could 

not exercize any influence because Krupp had a very powerful 

ally in the Seehandlung. 

49. Carl Meyer, Berlin, 28 August 1874 to L. Wiegand and 

Sophus Goose in Essen, H. A. Krupp, WA IV 1439, f ol . 5; Carl 
Meyer , Berlin, 30 August 1874 to Sophus Goose in Essen, H.A. 
Krupp, WA IV 1439, f ol . 7. 

50. Carl Meyer, Berlin, 3 November 1374 to Sophus isoose in 
Essen in: H.A. Krupp, WA IV, 1439 fol. 25. 
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So the DiBcontoHSesellschaf t changed tack| i-f it ccmlfS 



not force Krupp to stop dumping in the Russian market, 

perhaps it could reach an agreement instead. In Harch 1876 

Russell and Hansemann discussed with Meyer the possibility 

of an agreement to divide up the Russian market. They 

explained that they were willing to let the Union run up 

losses so long as it continued to produce flat out (see 

above, p p alSX-jSiP . The idea behind this i«as clean scmner or 

later one of the competitors would collapse, and the Union 

could then mop up the market. As Meyer reported iti 

"Both LHansemann and Russelll believe the other 
competition will soon pack it in, Baare 

especially; an 'influential party' has indicated 
that one will not and cannot sit quietly and watch 
a further price reduction! Bochum is in deep with 
its bankers! 

"So the question was then ventilated i-f we, Krupp— 
Union - would not want to reach an agreement in 
Russi a -(br large objects* There is so much demand 
there that we will not lack for work and we will 
soon be the only (i.e. solvent) German wcMrks which 
will still compete in Russia. Then it would be a 
foolishness if the prices were ruined only by us! 
That is worth hearing out; I will write to Machter 
about it, the DG will do the same to its 
Petersburg representative! 

"The latest Bochum prices, however, (£9 2s. = 160 
M. Icco Bochum) indicate that one still cannot 
believe the 'influence'." 

It would be interesting to know whence the Oisconto- 

Gesellschaft heard that the Bochumer Verein was on the 

ropes: probably Oppenhexm, who would be well placed to know 
all that happened in the Schaaffhausen'scher Bankverein, or 
perhaps from the Schaaf f hausen ' scher Bankverein itself. 
There are no further indications, however, that the 



51. Carl Meyer, Berlin, 13 March 1876 to Sophus Goose in 
Essen, in: H. A. Krupp WA IV 1439 fols. 150-152- 
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Dortnunder Union and Krupp actually raachsd an agrmment to 
divide up the Russian railway market. Krupp and the Union 
did raach an agrMment, hoMBvsr, uhan. thay Joined the 
German rail cartel. 

The rail cartel Mas originally founded in 1858. It »ias 
a reaction to the crisis folloNing the panic of 1857 and 
thus analogous in its faroiation to the first pressure group 
in coalmining, the Verein fQr die Bergbaulichen Interessen, 
also founded in 1858. The director of the rail cartel, 
Mhich bore the formal name of the "Vereini^l^e Rheinisch'- 
Mestfalische Schienenwerke" , was Nicolaus Druckenmuller , who 
left Neuschottland in 1864 to devote himself fully to the 
rail cartel. The rail cartel Mas the longest lasting and 
most successful of all Berman cartels, for three special 
reasons. First of all, rails Mere sold Mith guarantees by 
the rail manufacturer, and German railMays felt they could 
only legally enforca a guarantee if the manufacturer Mas 
also domiciled in Qermany. This excluded foreign 
competition. Secondly, German railMays (as opposed to 
British railways) conducted open bidding and always 
announced Mhich manufacturer had Mon the order. Thus the 
cartel could monitor cheating; by contrast, it Mas never 
able succAM^wdly to extend its control to narroM-gauge mine 
and factory railMays, Mhich Mere sold through more infc»rmal 
methods and where it was easy to make undei — the-table deals. 
Thirdly, thm statm takeover of the railMays at the end of 
the 1870 's confronted the rail manufacturers with a 
monopsony. The Prussian skus (the section of the 
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treasury Mhich dealt with state enterprises) Mas notorious 

for its hard bargains, and the rail manufacturers felt they 
had to cartel lize in self-defence. Even at the height of 
the inflation period in the 1920's some attempted to 
preserve the cartel to protect theeselves froe the 
governeent. The rail cartel formed the sound core around 
Mhich the Stahlwerksverband crystallized in 1903. In fact. 
Me can regard the Stahl Mer ksverband as Just a continuation 
of the old rail cartel under a new name, since it was split 
into successfully cartel li zed "A" products, which ware 
chiefly railway materiel, and the uncartel 1 ized (and hence 
booming) "B" products."* 

I want to bring out three points here. To begin with, 
we must remember that the rail cartel was a very unusual 
cartel: it was unusual because of its success, and unusual 
reasons brought about this success. Another point is that 
the cartel Mas not fostered by the banks - contrary to 
Ger schenkron ' a assertion that the banks encouraged the 
formation of cartels to stop quarrels among their 
"children""* - but the impetus for the cartels arose from 
industry itself. Finally, it is important to bear in mind 
that all cartels (and other restraints on trade, such as 

52. Max Mengeringhausen , Die Entvii ct: I unq der 
Schier.en f abri kation in Deutschland Doktor Ingenieur 
Dissertaticr. (Munich, 1920> pp. 58, 60, 73-74, 76 
(Typescript in StUB Frank+urt/Main) ; Gerald D. Feldman, 
Iron and Steel in the Berman Inflation 191&-1923 (Princeton, 
1977> pp. 31-33, 121. 

53. Alexander Gerschenkron , Economic Backwardness in 
Histori^^; PtrWggtiYtt ft ggft^ gf SffMYt (Caobridge, Mass., 
1962) p. IS. 

Z4Z 



Copyrighted matBrial 



trado unions) Mere illegal in Geriian until 1869 (when a new 

Gewerbeordnung was promulgated). Because of this we know 

very little about this early cartel. Hanns Jencke, a later 

Krt^ap manager, remarked that when he first joined Krupp's 

the firm was meoiber of a number of railway material 

cartels 9 but their existence had to be kept secret because 

of public hostility.^ 

Enthusiasm among industry for the rail cartel was 

mixed. Alfred Krupp hated it. For him it was an 

"accursed association which incidentally is below 

our dignity and debases us by linking us to every 

uninfiortant institution « with scoundrels ( Lumpen ) 
and bunglers < Pf uschern) . **— 

There was more enthusiasm from Leopold Hoesch, and even 

more so among the younger generation of general directors 

such as Louis Baare and Uilhelm Hei nr ich MQller. The 

monthly meetings in Ousseldorf of the cartel were also a 

great social occasion for the iron industry, and permitted 

industrialists to meet up-and-coming managers. It was at 

such a conference that Leopold Hc»esch offered a partnership 

to Wilhelm Heinrich Muller.** 

A protocol of the rail cartel from 1874/75 has given us 

a glimpse of how the rail cartel worked. Essentially it 

operated on the principle of bid-rigging. The cartel 

already knew what big rail ordcn^s were imminent. The Krupp 

54. Malthcir Bacmeister, Emil Kirdorf. Per hann - Sein Werk 
(Essen, >1936) p. 94. 

55. Hans-Carl Scheibler and Karl WQlrath, Westdeutsche 
Ahnentaf eln (Weimar, 1939) vol. 1, p. 228 (= Publ i kat i onen 
der Oesellschaft fur Rheinische Geschi chtshunde vol. 44). 

56. Scheibler, Westdeutsche Ahnentaf eln. pp. 214-215. 
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representative at the meeting tMonderad hOM the cartel kneMf 
and it is possibla that in this on* aspect the banks may 
have played a crucial role, by informing the cartel o-f 
upcoming rail orders. The cartel Mould agree on a price, 
and the member Mho Mas to get the order Mould simply bid one 
thaler loMer than the rest.^"^ 

The cartel fell apart during the boom years of the 
early 1870 's, but as early as 13 December 1873 OruckenmQller 
visited Carl Heyer to ask him if Krupp would care to Join a 
revival of the rail cartel, encompassing both iron and 
steelMorks. Krupp did Join, but a year later neyer remarked 
"We appear to be the dupes in the rail cartel and will 
remain so . . . 1 wish very much that the whole story was at 
an end!""" 

The cartel apparently broke up again after this. In 
1876, however, the cartel was successfully revived. On 4 
March 1376 Emil Russell visited Carl Meyer and they 
discussed plans for a new rail cartel. The ioqietus came this 
time from Louis Baare. The firm of Krupp was to preside 
over the cartel; the organization was to be very strict; all 
violations were to be severely fined. The iron cartel had 
thee right idea, which Just recently fined Hoesch twenty 
thousand marks because of a violation. Meyer felt a quota 
of lyi times the average was not enough for Krupp, and 

57. "Schianenvereinigung 1874/75" in: H. A. Krupp, WA IV 249. 

58. Mengeringhausen , Schi enenf abr i kat i on p. 76. ; Carl 
Meyer, Berlin, 13 December 1873 to Sophus Goose in Essen ins 
H.A. Krupp, WA IV 1439, fols. 81-82. Carl Heyer, 23 December 
1874, transcription from F A II B 19 1 p. 20 int H. A. 
Krupp, WA IV d. 517. 
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Russell agrmKt. Nsyar and Russell also discussed hem to 

secure the cartel against competition from iron rails; 
Russell said that he believed that steel rail prices ware 
already so Iom that iron did not come into consideration. 
Another problem Has how to fit eastern *#orks such as the 
MarienhQtte in Calnsdorf and the Vareinigte KBnigs- und 
Laurahiitte in Konigshutte into the cartel; Meyer thought it 
might be best to treat then as foreign territory. Putting 
the case to Goose -for Krupp Joining the cartel , Meyer said 
that if Krupp succeeded in selling 19,0O0-20fOO0 tonnes at 
better prices in both 1876 and 1877 it would be profit en 
dair and would make it easier for Krupp to compete abroad 
(because the profits froe domestic sales could cross- 
subsidize discounting in fbreign sales). Another important 
point was the prospective takeover by the Reich of the 

railways — which the Minister of Justice, Heinrich 

Friedberg, regarded as certain. If this happened (it did 

not, but the state takeovers of railways had a similar 

effect), Krupp 's should Join the cartel to ensure its quota 

of rail orders. Meyer addeds 

"Herr Krupp is afraid, since we are by far the 
most advanced, that we may bind ourselves with 

less well equipped works. He was very astonished 

to hear that Union, Hoesch, Meiderich etc. are 
rather better than worse equipped than we are!"** 

Heyer struck the Procura in Essen as too enthusiastic 

for the cartel, and they urged him to play hard to get. 

Meyer promised he would, and would conduct the negotiations 

59. Mengeri nghausen , Schi snenf abri kat i on p. 76; Carl Meyer, 
Berlin, S March 1876 to Sophus Goose in Essen, H.A. Krupp, 
MA ZV fols. 12S-127. 
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with Russell in the sense "that we do not want to know 
anything of such an actual cartel!** But Meyer once again 
put his view to the Procura in favour of a cartel. Meyer 
began by saying that he was basically opposed to a cartel. 
In addition he would only conclude a cartel for 1-1 ^/^ 
years, which is how nuch longer he expected the hard tines 
to last. Meyer advocated a cartel because he thought Alfred 
Krupp and the nembers of the Procura . such as Goose and 
Minssen, were over-optimistic about Krupp 's situation. First 
of all, he did not believe he could yet trust the firm's 
figures; they were better than they had been before 1874, 
but Meyer felt there were still important errors in the 
accounts. Even if he accepted ninssen's figure for the cost 
of producing a tonne of steel rails - 145 marks — Meyer was 
not yet certain if the conditions prevailed to allow that 
low a cost of production. Krupp was still locked into 
contracts to buy another 2O,00O tonnes of iron ore at high 
prices. In addition, the cost of production might rise 
again if Krupp needed to secure supplies of coke which was 
free from phosphorous. Alfred Krupp had remarked that the 
Spanish iron ore would be useless if one added phosphorous 
contained in the coke. (This concern was actually something 
of a red herrings it is true that impurities in coal affect 
the quality of iron, but most of these impurities, most 
notably sulphur, burn off during coking and arm not present 
in coke.^) Meyer returned to one of his favourite thenest 

SO. Colin William Roberts, ft Legacy from Victorian 
Enterorisea The Briton Ferrv Ironworks and the Dauohtar 
Companies (Gloucester, 1983) pp. 43-44. 
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Krupp's backMardnBss coiipar«d Mith other inorlcst 

"You should also consider that many competing 
Morks are still better equipped than Me are. 
Namely Meiderich, Hoesch , and even the Dtmdr 
Union, who can fabricate directly from their 
blast furnaces, an advantage, which il er r AK rates 
so highly, that he is holding fast to the thought 
of setting up a similar establishment at a later 
period, possibly in Spain, possibly in 
Duisburg!-** 

It is interesting to note that Meyer particularly 
■feared the nrnmw fires such as the Rheinische Stahlwerke of 
Meiderich (established 1869) and the Eisen- und Stahlwerk 
Hoesch (established 1871 > as well as the Dorteunder Union, 
but not older works such as Phoenix and the Hoerder Verein. 
Clearly what he feared was that the newer steelworks had 
equipment to manufacture steel in one heat, and were thus 
better equipped than Krupp. Meyer's fears were probably 
exaggerated - we already knoii the tribulations of the 
Oortmunder Union, and the Rheinische Stahlwerke suspended 
payment in 1877 - but it is a sign of a good businessman if 
one fears and anticipates one's competitors. 

Meyer was able to overcome the doubts of the Proeura - 
and the new rail cartel was formed in 1876. The quotas were 
divided up as foll« 



I. Rhenish-Mestphalian Group Shares 

1. Friedr. Krupp, Essen 152,000 

2. Bochumer Verein, Bochum 98,000 

3. Union, Dortmund 91,857 

4. Butehoffnung^Qtte, Oberhausen 58,987 

5- Hoerder Verein, Hoerde 58,987 

6. Osnabrucker Stahlwerk, Osnabriick S8,987 



61. Carl Meyer, Berlin, 8 March 1876 to Sophus Goose in 
Essen; Carl Meyer, Berlin, 10 March 1876 to Sophus Goose in 
Essen ins H.A. Krupp, MA IV 1439, fols. 132-134, 142. 

62. Mengeringhausen, Schi enenf abr i, kati on p. 79. 
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7. Rheinischs St a h 1 werke , Ruhrort 58,987 

8. Eisen- und Stahlwerk Hoesch 57,597 

9. Phoenix, Laar 56,107 

10. Aachener Verein, Rote Erde 56, 107 

Total, Rhineland-Wastphalia 748,456 

11. Saar-MoBal eroup 

11. Gebruder Stumm, Neunkirchen (3/7> 

12. de Wendel Sc Cie. , Hayingen (4/7> 74,538 

III. Sundry works 

13. Ver. Konigs- und Laurahutte 59,583 

14. Konigin-Marienhutte, Cainsdor* 49,652 

15. FriedenshQtte, Morgenroth 39,000 

16. Bochumer Stahl i ndustri*, BochuA 32 .771 

Total, entire cartel 1,000,000 



The cartel applied to Bessener or Martin steel rails of at 

least 16 kilos/metre in weight. (Iron rails weigh on average 
70 kilos/metre.) Steel ingots suitable -for the eanufacture 
o-f rails Mere included in the quotas and could not be 
delivered to cartel outsiders. Replacement rails were not 
part of the quotas, but could not be delivered to outsiders. 
Cartel mentbers were to reduce their guarantee on rails -fram 
10 years to 5 years. Within the RhenishHiestphalian Broup, 
there was a regular settling of accounts every si>: months in 
cash. The cartel applied only to Germany and Luxeebourg.*" 

This cartel attracted a good deal of attention, as 
opposed to its predecessor, because of the debate over the 
introducticm of pig-iron tariffs. Mhat the opponents of the 
iron industry particularly objected to - Eugen Richter 
damned this in a speech in the Reichstag on S Hay 1879 - Mas 
the dumping of rails in export markets. These conditions 
prevailed during the various troughs in the iron industry, 
namely 1874-1878, 1883-1888« and 1892-1897. Rails Ktere sold 



63. Mengeringhausen, Sehienenf abrikation. pp. 79-90. 
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at 2/3 of the dcMiestic price or even less, sonetimes as Iom 
as half the domestic price.** 

Although "dumping" is the expression which prevails in 
the literature, it is a concept Mitiieany flaws. Dumping 
assumBS the sale of production below cost, in a process 
initiated by the Manufacturer. But in nany instances the 
narket was so weak that prices did not fall because the 
itanuf acturer deliberately cut them, but the market gave way 
before the manufacturer. In addition, costs of production 
were in a state of constant fluctuation. Carl fleyer said in 
the passage I quoted above that he did not believe that 
Krupp knew the true cost of manufacturing rails. The cost 
of production constantly varied with the quality of the 
output of the coal and iron ore mines, with wages, and in 
reaction to numerous technical innovations, of which the 
most important was the Thomas process. Dumping is a flawed 
concept because it imagines the manufacturer having a fixed 
production cost and then going out to sell below cost* 
This is not the way it happened. Rather, Carl Meyer or 
Machter in 8t. Petersburg would win orders for Krupp, which 
might be a mark or two below the cost of production, and 
then they would go back to the factory and technicians like 
Minssen would reduce production costs by another mark or two 
so that Krupp made a profit after all. 

The unwelcome publicity which the rail cartel received 
made Alfred Krupp want to break it up. On 22 July 1880 he 
wrote to the Procura that under protective tariffs the 

64. Kengeringhausen, Schienenf abrikation . pp. 52, 60-63, 77. 
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cartel mab Just an association of cutpursas, and hm did not 

Meint to make prices like "Jewish traders ( Handel s Juden ) and 
petty pedlars.** He repeated this ar gueent in a letter to 
Hanns Jencke on 10 August. On 16 Oece.Dber 1880 he again 
MTOte to the Procura . saying that now that Bismarck had 
becooie Minister o-f Trade he could be rightly indignant about 
the continuation of the rail cartel, because the iron 
industry had him to thank for the protective tariff. The 
state rail Mays would buy rails overseas as a counter- 
measure. Bismarck must be given, through Krupp's exit from 
the cartel, a document of thanks and acknowledgement for the 
protective tariff.** 

The Fr ^-^ur a . however, did not act on Alfred Krupp's 
suggestion quickly enough and on 2 April 1881 he wrote to 
thems 

"So the cartel is dissolved. One can only assume 
that it would have been better for us in the eyes 
of the governfnents, of Eismarckf and of the 
railways if we had dene It since now Baare will 
write to all the directorates and make himself the 
favourite child and through good will towards him 
fish away orders from us in front of our nose. He 
will enjoy the fruit which I would have liked to 
seen saved for us, when he says now that he would 
have regarded it as an injustice to still 
continue after the introductiDn of the protective 
tariff a grouping which was no more justified. In 
short I believe that Baare has already been 
everywhere, that he will have even put his iron in 
the fire with ninister tiaybach and that he will 
take away lovely orders in front of our nose.** 

For this reason Krupp felt the firm should quickly tie up as 

many Icmg term contracts for rails as possibles he estimated 



65. Alfred Krupp 22 July 1880 to Procura; Alfred Krupp 10 
August 1880 to Hanns Jencke; Alfred Krupp 16 December 1880 
to Procura, summaries in H. A. Krupp, F.A«H. II B. 3S6 fols 
33-42- 
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the cost of stMl rail product! cm at 105 narks, and he 



suggested rails be sold at an average price of 125 marks.** 

It is interesting to note that Krupp's cost of 
production for rails had fallen by nearly a third - fren 145 
Marks in March 1876 to 105 narks in April 1881. 

In the 1880's, hoMever, the rail cartel mas once again 

revived, and this time on an international basis. The 

earliest proposer of such an idea was Nilheln Heinrlch 

llttller. Mho reported to his father on ? January 1876:*^ 

"Herr Russell has enthusiastically taken up an 
idea suggested by me: tn found a rail cartel. 
Similar to the one which has e;:isted for Germany 
for nany years, for foreign countries as well. I 
would take over its direction as general 
representative. Herr von Hansemann is also 
interested in such an organization. At the moment 
this question is not yet ripe. The 
representation can only, because 1 ron rails are 
not exportable to Belgium and England, relate to 
steel rails. The steel rail cartel however Just 
recently fell apart because one coulr! not reach a 
new contract. The works are now waging a war to 
the death, which must however once again 
naturally lead to a peace, and — after the heavy 
financial sacrifices - a lasting peace. Only when 
one has reached an agreement for the domestic 
market will it be time to attend the cartel to 
foreign parts." 

The first international agreement for rails was signed 

on Z January 1883 between Servaes, the General Director of 

the Phoenix, who represented the German rail cartel, and 

Director Wittgenstein for the Austrian cartel. (The 

Wittgensteins were an Austrian Jewish family who had 

important holdings in the Bohemian iron industry, notably 



66. Alfred Krupp , Essen, 2 April 1881 to Procura in: Alfred 
KruDDS Brief e and Niederschr i f ten vol. 19 ( 1881-1883 ) fols. 
54-55. 

67. Scheibler, W ^ s ^deutjsc^he Ahnentafeln . p. 228. 
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the Prager Eisen-Inclustrie-6«MliBchaft, or "Prmqmimmn" ^ 

the philosopher mab a member of this family.) The second 
international rail cartel Has concluded on 28 January 1884 
in London, when fifteen British firms, five Belgian firms, 
antl the Qerean cartel founded the International Rail 
Manufacturers' Association. But the British and Belgians 
Mere never as enthusiastic about the cartel as the Bermans, 
and when the market in Britain revived in 1886, the cartel 
was dissolved as of 30 June 1986. The Germans then drew up 
a tighter cartel among themselves plus the Eisenhfittenverein 
Dudelmgen (of Dudslange in Luxembourg). The rail cartel 
Mas gradually extended to take in other railway naterlel, 
such as fishplates, and served as the core of the 
Stahlwerksverband in 1903.^ 

D. Conclusion . 
In the first part of this section, I hoped to show how 
the willingness of bankers lend to mediocre concerns 
(Dortmunder Union, Phoenix) did not mean that they were 
equally free with their money with talented industrialists. 
No Berman industrialist has a higher reputation than Krupp; 
a reputation established as early as the l^eat Exhibition of 
1851. Yet the bankers trcMited Krupp very badly. This is 
why It was important for German industry that there were 
numerous small private banks in the 18S0's; a Krupp could 
keep on knocking on many doors until he found one opened by 
a Deichaann or a neyer-Cohn. The loan of 1874 shows the 
Oisconto-Gesellschaf t placed in a delicate position: it is 

68. Mengeringhausen, Schienenf abri kation . pp. BO-91. 
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already deeply involved with the Dortnunder Union, yet has 
to provide funds to one of the Union's bitterest rivals. We 
then see the Disconto-Gesellschaf t attempt to deal with this 
problems first by strong-arming Krupp to stop cutting 
prices, and when it could net do this because cf Krupp 's 
ally, the Seehandlung, it attempted to reach agreement 
between the Dartmunder Union and Krupp. A plan to divide up 
the Russian market was suggested, but never seems to have 
reached fruition; an agreement was reached, however, within 
the wider frameworks of the rail cartel. I want to 
emphasize once again that the impetus for this cartel, 
however, came from industry - not the banks. 
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V. Investments in Coal-hining: 
The Gelsenkirchener Berower ks-Actien Sesel 1 schaf t . 

A. intrpduction 

Among all the industrial ccMnpaniM founded by the 
Dl sconto-8esell schaf t, there are only two unqualified 
successes! the potash mine, Kaliwerke Aschersl eben , and the 
Ruhr colliery, the Gelsenkirchener Bergwer ks-Actien- 
Qesell schaf t. Disasters like the Dortnunder Union are much 
mere common: although not on such a large-scale nor lasting 
for so many years, the histories of the lead mines "Neue 
Hoffnung", "Bertha Isabella**, and the Commerner Bergwerks- 
und Hutten-Actien-Verein, of the iron ore mine Harzer Union, 
of the collieries owned by the Bochumer Bergwer ks-Acti en- 
Cesell schaf t and the ilengeder Bergwerks-Actien-Besel 1 schaf t , 
of the Brunswick Railway Company, the Cref eld-Kempen 
district railway, and the Great Venezuela Railway, of Victor 
Popp's Internationale Druckluft- und ElectricitSts- 
Gesell schaf t show that the Dortmunder Union was not an 
isolated episode. 1 do net have the space to discuss any of 
these ventures in detail (although I have touched on the 
Mengeder Bergwer ks-Acti en-Gesel 1 schaf t above, pp.29va'}f> but I 
have listed them in outline form (see above, pp*^0-<^5>- 

Ironically, the Belsenkirchener Ber gwer ks-Acti en- 
Beeell schaf t shares the same origins with the Disconto- 
BesellBchaft 's greatest failure, the I>ortmunder Unions it 
too was a joint Grunduno of the Ruhr industrialist Friedrich 
Qrillo and the Oisconto-Gesell schaf t. The 8BA6 is often 
produced as proof that Grillo and Hansemann were not really 
at fault for the failure of the Uniont the two companies, so 
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similar in their origins, so diffsrant in thsir fates, shoM 

hON aleatory business is, and we should not blame Grillo and 
Hansemann, but chance.* But this coincidence in founders 
does not cancel the fact that by the early 1870 's the tMO 
enterprises already had strikingly different backgrounds. 
The Union nerged «fidely separated works, with different 
needs and different products; the GBAG was made up of two 
neighbouring coal nines, under the same management for 
twenty years. The 6BAG was founded according to a formula 
which had succeeded before, at the mine "Consolidation", as 
Grillo well knew; the Union according to a formula which had 
failed before, at the Phoenix, as Hansemann should have 
known. The collieries which were to form the GBAG had a 
decade of success behind them, under a brilliant manager, 
Charles Detillieux; the components of the Union had never 
been especially profitable, had often undergone drastic 
reorganization, and had had mediocre or strikingly bad 
managers, such as Nicolaus Druckenmiiller and Bethel Henry 
Strousberg. But there were also elements Hansemann and 
Grillo could not be expected to foresee. The coal industry 
underwent no drastic revolution in the next twenty years, 
whilst the iron industry shifted from iron and puddled steel 
to Bessemer steel and then to the Thomas-Gilchrist process. 
All called for huge new investments - and the Union was 
saddled with old technology from the first. Furthermore, in 
the person of Emil Kir dor f Brillo and Hansemann chanced upon 



1. Maximilian Mul 1 er-Jabusch, So waren die Gr under Jahre 
(Diisseldorf, 1957) p. 42. 
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one of the greatest aanagers in the history of the Ruhr. 
Another ironic connection betiteen the inost and least 
successful enterprise in the Ruhr is that it Mas Wilhelm 
Hsinrich MQller, the General Director of the Dortnunder 
Union and a friend of the Kir dor f family, who recommended 
EAil Kirdorf to Friedrich Grillo." Finally, although one 
should not ascribe everything to it, we cannot entirely 
discount the factor of luck, which is especially important 
in the aleatory business of mining. The Union was 
remarkably unlucky. The GBAG's collieries, by contrast, 
were only rarely visited by accidents - extraordinarily good 
luck for a mining company. 

The following outline will give an overview of the 
history of the GBAG: 

( 1845-1857 Concessions granted for the coal win 
Pre- ( "Rheine-Elbe" and "Alma", 

history < 1G!KS-10S7 Transitory phase under the Phoenix. 

( 2QS7-1B72 Mines sunk and start producing under 
Charles Detillieux. 



1873-137*? 6PAG founded, funds off the depression. 
iSBO-1893 Period of growth through acquisitions OO 

the way to cartellization. 
1093-1903 RWKS founded. Further growth and 

acquisitions in a cartellized coal 

market. 

1903-1918 Iron conquers coal in the RtA<8. GBAG 

becomes a mixed coal and iron concern. 

1919-192i> GBAG absorbed into Stinnes concern and 
then into Vereinigte Stahlwerke. 

1926-1931 Pseudo-stabilization, ^are purchases of 
GBAG by Friedrich Flick. 

1932-1945 Crisis of Vereinigte Stahlwerke, Flick 
bailed out by the state. Drastic 
reorgani on , cind r-r the t'-aditional 

GBAG. Armaments boom, noiseless 



2. Friedrich Artur Freundt, Emi 1 Kirdorf. Eln Lebensbild. 
Zum f iinf zig^ahr iqen Ged^nktaqe seines Eintritts in den 
Ru^rtjiarp^^ (Essen, C 1921 3) p. 10$ Malter Bacmeister, Emil 
Kirdorf. Per Mann - Sein Werk (Essen, «1936> p. 20- 
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inflation, Vereinigte Stahlwerke 
repri vatized in 1936. 
1945-1736 Vereinigte Stahlwerke broken up. Allies' 
plans -for further dismantling and 
denazification fended off« 
Reconstructi on . 
1956-1966 Last hurrah of the ccal in?lustry. GBAB 

shifts more resources to oil production; 
1963 discovers oil in Libya. 
1966 Crisis of the coal industry begins. 
1969 GBAG mines go to Ruhrkohle A8. 
1973-1978 Veba acquires 6BA6. 

1979 Veba sells GBAG to Deutsche BP AG of 
Hamburg. 

In the folloMlng chapter, I shall concentrate on the 
period 1873-1879. The BBA&'s growth through acquisitions 
frofli 1B80 does provide many interesting examples of the 
Disconto-Gesellschaf t and Friedrich Grillo acting as 
intermediaries, but there are adequate published accounts, 
notably by Oskar Stillich and Friedrich Artur Freundt.=» For 
the 1870's, however, Kirdorf 's correspondence with his 
bankers has been preserved, and this correspondence has not 
hitherto been exploited* Kirdorf s correspondence with his 
bankers (chiefly Emil Russell) shows many parallels with 
other "dialogues between management and the supervisory 
board", such as that between Nicolaus £ich of Mannesmann and 
Max Steinthal of the Deutsche Bank which Hartmut Pogge-von 
Strandmann has recorded, and the dialogue between Jacob 
Hasslacher of the Rheinische Stahlwerke and Arthur 
Salofflonsohn of the Disconto-Sesellschaf t , which t4erner Hosse 



3. Oskar Stillich, g^ginkohlenindustri e (Leipzig, 1906> pp. 
144-196 (= Nationaldkonomische Forschunoen auf dem Gebiete 
der Grossindustriellen Unternehmunq , vol. 2); Friedrich 
Artur Freundt, Kaoital und Arbeit (Berlin, £19293). 
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has racorded.^ The Kirdor-f -Russell correspondence provides 

ua With another glimpse of how the relationship between a 
universal bank and its industrial client could operate at 
its best. 

B. The Establishment of the Gel senkirp^^efier 
Berawerks-ACtien-Sesel Ischaf t . 

After his apparent success in founding the Dortmunder 

Union in 1B72, Friedrich Grillo looked around the Ruhr far 

noM projects. Among 6rillo's nsM plans Mas one to acquire 

all the mines in the 6elsenkirchen depression <as the Cssen 

Mulde . or geological depression was called - a place where 

the coal seans dip) under foreign oMnership and consolidate 

then. A similar venture « the consolidation and merger of 

numerous mines to form the appropriately named 

"Consolidation" in 1S63 had been one of Grillo's outstanding 

successes." The Franco-German antagonism after the war of 

1870-71 led French capital to shun, if not to withdraw from, 

Rha nel and-Westphal i a , and so Grillo considered the time ripe 

to take over the foreign-owned collieries. The mines under 

consideration were five: "Dahlbusch" - Belgian capital under 

the leadership of Joseph Chaudron; "Hibernia" and "Shamrock" 

- Anglo-Irish capital under the leadership of William Thomas 

Mulvany; and the French collieries "Rhein-Elbe" and "Alma". 

4. Hartmut Pogge-van Strand.-nann, ^jjernehmenspol i t i k und 
Unterneh-.gr.s-f uhrung. Per Dialac zwischen Auf s i c'-' tsrat t^n^ 
Vorstanct bei Mannesmann 1900 bis 1919 (Dusseldorf and 
Vienna, 1978); Werner E. Ftosse, Jews in the German Economvi 

German-Jtwlih gggnOffilf; Slttg tK^-t??? (Oxford, 1987) 
pp. 260-270. 

5. Freundt, KaD;ital und Arbeit . p. 15; Pi e 

Stei nkohl enbgr qwer ke dgr Vereinigte Stahlwerke AG. Pie 
Schachtanl aae Alma in Selsgnkirchen (Essen, 1930) pp. 16-17. 
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"Dahlbusch" turned Grille down, and instead its owner, the 
Soci6t6 Anonyme Bel ge-Rh6nane de 1 a Ruhr converted itself 
into the Bergwer ksgesel 1 schaf t Dahlbusch in 1973. 
"Hibernia" and "Shamrock" entered into negotiations, but 
Grillo dragged them out for tactical reasons and missed his 
opportunity. Instead the Berliner Handel s-Gesel Ischaft and 
3. Bleichroder bought the mines from the Gewerkschaft 
Hibernia for 5,386,000 thalers (16,153,000 marks) and formed 
the Hibernia und Shamrock Bergwerksgesell schaf t , an AG with 
a share capital of 5,600,000 thalers <16.8 million marks).* 

"Rhein-Elbe" and "Alma" were owned by the Soci^t^ des 
Charbonnages de Gelsenkirchen Detillieux et Cie. , a Soci^t^ 
en Commandite par Actions ( Kommandi tqesel I schaf t auf 
Aktien ) , which had Charles Detillieu;: as its G^rant 
< Geschaf tsinhaber ) . Detillieux agreed through an 
intermediary, the Berlin and Breslau private banker Jacob 
Landau, to sell his mines for 4,240,000 thalers (12,720,000 
marks). The contract was signed on 15 January 1873 with 



6. Freundt , Kapital und Arbeit , p. 16; Gerhard Gebhardt, 
Ruhrberqbau. Geschichte, Aufbau und S^erf 1 echturq sei rer 
Gesel 1 schaf ten und Qrqanisationen (Esser, 1957) pp. 117— 
118, 331; Wilhelm Kesten, Geschichte der 

Berqwerksaesel 1 schaf t Dahlbusch (Esser, 1952) pp - 27-32; 
Kurt Blos.Ticrs, William Thomas Wulvany (1806-1885). Ein 
Beitraq zur Geschichte der rhei ni sche-westf al i schen 
Grossi ndustr i e und der dent sch-enql i schen 

Mi r tschaf t sbez i ghunqep im 19. Jahrhuindert (Essen, 1922) pp. 
70-74 (= VerQf sntlichunqen des Archivs fur Rheinisch- 
Westfaiische Mi r t scha.f t sqesch i ch te — Rheinisch— 
Westf al i sches Mi rt schaf tsarchi v in Koln , vol. 8); Hans 
Furstenberg, Carl Furstenberq. Die Lebensqeschi chte ei nes 
deutschen Bankiers 1870-1914 (Berlin, 1931) pp. 122, 133, 
369. Furstenberg confuses the two Mulvany enterprises 
Hibernia S< Shamrock and the Prussian Mining and Ironworks 
Company, which owned the mines "Hansa" , "Zcllern", and 
"Erin". The latter went bankrupt in 1877, but Hibernia was 
unaffected. 
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effect from 1 January. Grillo, who never let hieself be 
bound to one bank, but who -nirted with them all, in this 
case decided to bring in the Disconto-Gesellschaf t to help 
him set up the company; the year before, they had combined 
to foriQ the Cortinunder Union. It was a natural choice, 
Since one of Detillieux's bankers was that close ally of the 
Disconto-Qesellschaf t , the Cologne bank Sal. Oppenheim jr. '«> 
Cie. On 3 January 1873 Grlllo and the Oieconto-Qesellschaf t 
founded the Qelsenkirchener Bergwerks-Actien-Besellschaf t , 
with a share capital of 4^/2 million thalers (13*^/ai million 
marks) - 260,000 thalers more than Oetillieux sold it for. 
For the Gr under jahre . that was by no means excessive.'" 

The chief assets of the company - the collieries 
**Rhein-Elbe" and "Alma" - were extremely valuable 
possessions. They bordered on each other forming a fairly 
regular concession where the coal lay well in the seams and 
which was larger than most of the neighbouring mines. The 
size of "Rhein-Elbe" was 414 hectares, "Alma" 347 hectares, 
together 761 hectares; among neighbouring mines, "Hannover" 
was 414 hectares, "Dahlbusch" 400, "Holland", "Centrum" and 
"Kfinigsgrube" 310 hectares apiece, "Bonifacius" 276 and the 
famous "Hibernia" only 207 hectares. "Consolidation" and 
the vast "Monopol" were bigger, but "Honopol" had yet to 
begin pr eduction, and consolidated (as they would be in 

7. Statute, Soci^t^ des Charbonnages de Gelsenkirchen 
Detillieux et Cie (Paris, 25 April 1872) p. 3, BBA, BBA6 
Archiv, Az. 1. 10 00 Nr. 1; Freundt, Kaoital und Arbei4; . 
pp. 13, 16; Schachtanl aqg Alma , pp. 16-19; Gebhardt, 
Ruhrberobau . p. 198; Rondo E. Cameron, France and thp 
Economic Development of Europe 1000-1914. Conquests €3f Peace 
and Seeds of War (Princeton, 1961) pp. 374-373. 

360 



oopy tiyhioo inatotial 



1877) "Rhein-Elbe" and "Alma" together would even overtop 
"Consolidation". Because the mines were in the centre of 
the Essen geological depression ( Mul de ) .they possessed all 
the better types of coal , from the gas coal seams to 
anthracite. The anthracite, lying deepest, could not be 
profitably mined, but it was not a very valuable type of 
coal. The seams were remarkably thick and of high quality; 
most of the gas coal seams were over a metre thick. The fat 
coal seams were even thicker, so that famous seams like 
"Laura" could boast of a thickness of 3.25 metres, 
"Viktoria" 2.40 metres, "Gustav" 2 metres, "Mathias" 2.50 
metres, "Herrenbank" 2 metres and "Dickebank" 2 metres. 
"Rhein-Elbe" had only been mined at the 152 metre level; and 
since "Alma" had only commenced production in 1872, she was 
all but virgin." 

The two mines were remarkably good objects; and in Emil 
Kirdorf they found one of the most talented managers in the 
Ruhr. In his very first year Kirdorf won his spurs by 
increasing output substantially: 



Mines and mine manager alike had remarkable qualities. They 



8. Freundt, Kapital und Arbeit , pp. 16-17; Bruno 
Simmersbach, Die wi rtschaf tl 1 che Entwicklunq der 

Gel senkirchener Berqwerks-Aktien-Gesel 1 schaf t von 1873 bis 
1904 (Frei Iberg/Saxony , 1906) pp. 5-6. 

9. Simmersbach, Entwicklunq der GBAG . p. 31; Freundt, 
Ki rdorf . p. 14. 



Monthly production of the GBAG (tonnes), 1873* 



January 
February 
October 
December 



23,335.2 
21 ,321 



38,911.8 
36,259. 6 
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Before I discuss the specific problems raised by 
Kirdorf s correspondence with his bankers, I want to outline 
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the BBAG's experience during the 1870*5, as depicted by 

Kirdorf in the annual reports. 

The Gelsenkirchener Bergwerks-Actien-Gesel Ischa-f t was 

founded at a very late stage in the Grunderjahre , but not 

too late to enjoy one year more o-f boom: the decline which 

hit the railways in 1372, and the IronworkB in 1873, only 

hit the coal market in 1874. Long term contracts did 

prevent the GBAG from immediately reaping the full benefits 

of the remarkable increase in coal prices which took place 

in 1873, and the boom also brought its disadvantages: 

between January and December 1873 wages increased 30. 7X. 

There was a shortage of railway wagons, and the mine had to 

stockpile coal until the shortage was relieved. Fortunately 

by December it had sold nearly all its coal. Gel senki rchen 

coal was sold abroad and used to make gas to illuminate 

Paris. The company also sold coal to eastern Germany and to 

railway companies- 100,000 wagons of coal had been sold 

under contracts concluded in 1873, but to be fulfilled in 

1874 - at 1873 prices. Kirdorf commented further, as he 

wrote the annual report in spring 1874: 

"The totally extraordinary height coal prices 
have reached can no longer be maintained without 
damaging ether branches of industry, and the 
expected reverse has now come about. We can 
expect, instead of a roaring boom, quieter 
trading conditions." 

The company hoped it could compensate for falling prices by 
increasing output and reducing the costs of production.*** 

In the annual report for 1874 Kirdorf reported that the 

10. GBAG Annual Report, 1S73, BBA, GBAG Archiv, Ar . 1 30 
00, Nr. 1- 
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drop in coal prices had come, but far iK)re than expect«d» 
prices fell by as (nuch as 30-50%. As early as 11 January 

1874 a otaeting of the E&sen operations cootoiittee (one of the 

t««o comnittees o-f the administrative board i the other Mas 

the Beriin financial co.Timittee) urged the following 

economies because of the falling coal pricess 

1> Dismissal of all workers Mhose services could 

be dispensed with; 

2) All possible cost savings; 

3> Gradual wage reductions. 

Later that year the management could report to the 

ad/:;! ni strati ve beard the success of its attempt to limit the 

number of workers to only those needed, to reduce wages and 
to 

also^ increase productivity, and thereby reduce the 
prDduction costs which had increased so substantially in the 
years of the boom. In fact, on "Alma" the workforce was 
reduced, yet output rose; this was because the previous year 
some special timbering operations had to be carried out, 
which were now conipletB. Fortunately for Gelsenkirchen, 
the good lie of the seams mads for low production costs, and 
the good quality of the coal meant there was always a demand 
for it. But the coal market was extremely cutthroat. In 
some instances the company had to grant price concessions, 
in other cases, especially with coal merchants, the company 
had to allow them to pay compensation ( Reuoeld ) to get out 
of their contracts; this unsold coal then had to be dumped 
on a weak market. The GfiAS said it could have sold more of 
its gas coals to the Berlin municipal gasworks, if it had 
not been for the 20% increase in railway freight rates, 
effective 1 August 1874. A history of the GBA8 written in 
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1898 blaffled this rate increase -for the GBAG's loss of the 
Berlin market to Upper Silesia. Actually, the railways 
granted concessions to the SBA6 so it kept its custoflwrs (as 
we Mill see below). The increase could not be made to stick; 
the railways were too hungry for business. The QBAQ 
continued to sell gas coals to Paris and other gas 
companies, and also sold coal to various railway 
companies. 

Coal demand acted strangely in 1875. From the 

beginning of the year prices fell steadily. Suddenly in the 
'autumn demand became so lively that it was almost impossible 
to satisfy the call for better qualities of coal, especially 
gas coals. In November 1875 the demand could be satisfied 
only with the greatest effort. "Alma" achieved the then 
incredible output of 24,000 centners (1200 tonnes) a day. 
In the coal production of that year in the Reai erunqsbez i r k 
Arnsberg — the Prussian regional government district which 
included the tnost productive part of the Ruhr - "Alma" 
ranked second, after the giant "Consolidation"; **RheinHElbe'* 
was sixth. By the time Kirdorf wrote the annual report in 
spring 1876, however, demand had fallen off again. But 
Gelsenkirchen had cncpanded the market for its gas coals, and 
was now exporting to Belgium as well-** 

11. Sitzung, Essener Betriebs-Cootit^, 11 January 1874, BBA, 
GBAG Archiv, Az. 1 24 OO, Nr. 1; Bericht der Direction fQr 
das BeschSf tsjahr 1874, attached to Verwal tungs-Rath 
Sitzung, 16 February 1875, BBA, GBAG Archiv, Ar . 1 24 00, 
Nr. 1} 6BAG Annual Report, 1874, BBA, GBAG Archiv, Az . 1 30 
00, Nr. 1; GBAG Festschrift 1898 . 

12. GBA6 Annual Report, 1875, BBA, GBAG Archiv, Az. 1 30 00, 
Nr. 1. 
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1876 Mw matters get steadily Morsei 

"If previously many people could observe that 
although the iron industry was in a bad state, 
coalmining in Westphalia had made astonishing 
progress and thereby concluded that things Mere 
not SD bad with industry overall, the 
developoient of recent months has shown that the 
coal industry too is seriously threatened by the 
ironworks' reductions and closures of 
operations, and cannot easily withstand the 
resulting shortfall in demand. The lesser grades 
of coal especially find no takers, even at rock" 
bottom prices.'* 

The mild winter of 1876 might explain why there was no 

increase in demand, but not why demand should fall, as it 

had since December 1876. Fortunately the mines in the area 

of Belsenkirchen had held up better because of the high 

quality of their coal. The GB#M3 had been able to sell all 

its coal at an average price of 40.77 marks per 100 centners 

(8. 154 marks per tonne) . The company was fortunate that 

much of its production was already secured by multi'-year 

contracts, at favourable prices by the level of 1876. "Alma" 

enjoyed a high reputation for its gas coals, which the 

company was now mining through the second level of "Rhein— 

Elbe" (this practice foreshadowed the consolidation of the 

two inines in 1877). The production of the mine increased 

again, but the labour force only insubstantially; the 

coiTipany instead had the miners work overtime during periods 

of peak demand. Since, however, prices were continuing to 

fall, the company was considering cutting production. In 

1874 the company had begun to sink a second shaft for 

"Rhein-Elbe": this reached its intended depth of 320 metres 

this year, and was then finished inside and ready to begin 
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production in 1877.*^ 

In 1877 the company increased production and 
productivity yet again. "roiein-EIbe"* Mas able to do that 
more easily than "Alma", for the first level on "Rhein-Elbe" 
rec^ired no nore tiotbering and ripping, but all work there 
Mas exclusively coal -getting. "Alma" had a relatively bad 
lie of the seams, bo its increase in productivity was all 
the JBore noteMorthy. Since 1873 the 6BA6's production 
costs had fallen by 11.39 pfennigs per centner of coal, 
compared to a fall of 44.34 pfennigs in the sale price 
(compare table above). If "Alma" had not reduced its costs 
of production so substantially, its coal Mould have sold at 
a loss from March 1877 onMsrds. It is more than likely that 
Gelsenkirchen at specific Moments sold coal beloM cost, in 
other Mords engaged in dumping. But the term "dumping" 
implies something intended, which does not correspond to the 
constantly fluctuating costs and prices of the coal markets 
Gelsenkirchen did not "dump", the market gave way before it, 
and Kirdorf sold the coal anyway in the hope that by the 
time he fulfilled these contracts he would have reduced his 
costs enough so he could make a profit. Coal prices 
remained soft until the second half of 1877; in September 
they firmed, in the last quarter the liveliest demand drove 
them up, but only for a short period. If the overall poor 
industrial outlook meant that coal prices had to fall, there 

13. GBA6 Annual Report, 1876, BBA, 6i?AG Archiv, Az. 1 30 
00, Nr. 1; Zeitschrift fur das Berc . Hutten-. und Salinen- 
Wesen im Preussischen Staate (Berlin, 1873-1877) vol. 24, 
Stati st 1 Bcher Theil, pp. 98-99; vol. 25, Stati i scher 
Theil, p. 97; vol. 26, Statistischer Theil, p. 98. 
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was still no reason -for then to fall as far and as fast as 
they had. Qelsenkirchen had resisted this movement to the 
best of its ability. But Qelsenkirchen inould rather cut 
production than enter into long term contracts which o-f-fered 
little insurance against an increase in the costs of 
production. Fortunately, the figures for January and 
February 1878 seemed to indicate that an upswing (perhaps 
the upswing) was at hand.^* 

1878 was not as bad as 1877, but still could not be 
described as a true recovery. Like other coapanies, the 
G8A8 occasionally was forced to have playshifts 
< Fei er schi cht en ) and to stockpile coal. In 1878 its 
stockpile was 4750 tonnes. Kirdorf observed in the annual 
report that the cold weather winter of 1878-1879 would help 
some, but "a true inproveeent we can only expect from a 
revival of domestic industry ( vat er 1 and! sche 
Bewerfaetatiakeit ) . which we hope will not be long delayed." 
Kirdorf probably means that he hopes the agitation for iron 
tariffs will succeed. Once again the conpany succeeded in 
reducing its costs of production. The GBA6 also invested 
its remarkably substantial cash pile in 4% Prussian consols 
and German government bonds. 

The following year Kirdorf could finally report that 
the crisis was overs 

"1879 showed us in the first three quarters the 

14. 6BAG Annual Report, 1877, BBA, GBA6 Archiv, Az. 1 30 00 
Nr. 1. 

15. GBAG Annual Report, 1878, BBA, GBA6 Archiv, Az. 1 30 OO, 
Nr. 1. 
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same troublsd pictur* of nors economic 

stagnation as in previous years; but it has 
brought us the conversion to a national economic 
policy and the lively upsMing in the last 
quarter in business activity, especially in 
heavy industry, finally assures us o-f the 
prospect of better times. We hope all the more 
■for a lasting and sustainable i mprovensnt fw 
our company as well, ?^inc(? at the at first too 
stormy price increases are gradually being 
directed into the right channels, %«liich will 
bring a stable development and prosperity -for 
al 1 branches o-f industry- The excessive 
speculation o-f the years 1872-1874 ultimately 
brou^t about the equally excessive pessimism of 
the last five years, Mhich is noM over at last." 

The "national economic policy" was Bismarck's re- 
introduction of pig— iron tariffs. The coal industry revived 
because the winter of 1879-1680 was very cold and set in 
earlyi demand from the iron industry also picked up, which 
had orders for rails flooding in from the United States.** 
In the Depression of 1875-1879, 60-70% of coal mines 
in the Ruhr iterated at a loss. The OBAB, by contrast, 
paid a dividend every year (often a very high dividend) and 
was also able to write down its properties and endow a large 
reserve fund. Kirdorf *s hand vis~^-vis his bankers nust 



16. GBAG Annual Report, 1879, BBA, GBAG Archiv, Az . 1 30 00, 
Nr. 1$ on the cold winter of 1879-1880, Ualther Dlbritz, 

"Entstehung und Aufbau des rheinisch-westf al i ech?n 
Industriebezirks" in: BeitrjjtOB zur Geschichte der Technik 
und Industrie. Jahrbuch des Vereines deutscher Inqenieure . 
ed. Conrad llatschoss (Berlin, 1925> vol. 15, p. 64; on the 
demand from the United States for rails, see the interesting 
letters of Gustav Godeffroy to Gerson von Bleichrbder, 
HaiBburg, 7 October and 20 October 1879, Bleichrfider Archive, 
Box XXXIV, folder 7. 

17. "Efflil Kirdorf und die Selsenkirchener Bergwerks-Aktien- 

Gesellschaft" in: Die Stadt Gel senkirchen (Berl in-Fri edenau, 
1927) p. 224 <= Wonoqraphien deutscher Stadte. Dar^tel^lupa 
deutscher Stadte und ihrer Arbeit in Wirtschaft. 
Finanzwescn. Hvoiene. Sogialpplitlk und Technik- vol. 20z 
Bel senkirchen) - 
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have been strongthoned by the fact that the BBAB's liMimt 

dividend (S^/^y., 1877) was never as low as those of the 

DiBConto-Gesellschaft: 4X (1876) and SX (1877). Hom did the 

6BA6 succeed Mhere others failed? First of all, "Rhein-Elbe" 

and "Alma" were reiaarkably good properties: their coal lay 

Mell« it Mas a good quality gas coal, they were much larger 

than nearly all their competitors. There was also an 

element of luck: "Rhein-Elbe" and "Alna" Here not visited by 

serious accidents during these critical years. Thirdly, 

Kir dor f nias a manager of genius. Fourth is the special 

factor of the long term contracts with the Paris gasworks - 

which I will discuss below. Finally, to survive in this 

period one had to increase productivity. Output per man per 

shirt reached a very high level (for German conditions) in 

this period, a level almost unique in the history of the 

mine <see table above). The desperate need to increase 

output per man nust have torn at the nerves of masters and 

men alika. Freundt, who wrote his history of the OBAB in 

close contact with Kirdcrf, gives vent to the despair men 

must have felt in ISTT^s 

"Industry has another ten years before it in 
which it must fight about wages, production 
costs, prices, -freight rates, n^rJ-ets, 
technology, in short fight for its existence. 
Ten years -!.... A generation uses up the 
best years of its manhood in this struggle." 

It ai= natsworthy that Freundt assigns the end of the period 

Of falling prices to the same year, 1887, as does S. B. 
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Saul.*" Kirdorf expressed this despair no less eloquently 

in a letter to Emil Russell o-f 22 February 1877: 

"Market conditions are pitiless at the moment; 
the prices are falling in a shocking fashion 
and the competition will be certain to undercut 
it. One is therefore forced to be travelling 
almost constantly, and after all that in spite 
of all efforts one still cannot keep up the 
sales. 

Profits bore the brunt of crisis: dividends at the GBAG 
fell from 23% (1873) to 5»/27. (1877), a fall of 767.. The 
GBAG's net profit on each tonne of coal sold fell by 797., 
while coal prices fell only 587.. Wages fell the least, 
declining by 277. between 1873 and 1877, a decline partly 
offset by declines in principal foodstuffs: wheat fell by 
187., rye by 28X; potatoes fell by 35X by 1874, but recouped 
half their loss and in 1877 were only 18% lower than in 
1873. If we assume that these foodstuffs convey an adequate 
picture of miners' expenses, in "real terms" GBA6 miners' 
wages fell by only some 10%. If miners* wages had been 
linked to coal prices more directly, such as through a 
sliding scale as existed in South Wales at the same time, 
they would have been worse off. On the other hand, when 
recovery came in 1377 and 1830, the tables above show 
profits rapidly increasing while wages remain stable. The 
GBAG wage figures are for average wages per shift, however; 
since productivity increased, those paid by piece rates 

18. Freundt, Kapital und Arbeit , p. 31; S- B. Saul, The Wyth 
of the Great Depression 1373-1896 (London and Basingstoke, 
1969) pp. 13, 15, 17. 

19. Emil Kirdorf, 22 February 1877 to Emil Russell, BBA, 
GBAG Archiv, Az . 1 24 70. 
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( BedinoB ) - generally faceMorkers, the "labour aristocracy** 
— increased their share of mages at the expense of those not 
paid by piece, whose wages would have been cut more severely 
than average**^ 

Cne thing which eotsrges from the annual reports is that 
Kirdorf Mas gradually convinced that what the coal industry 
needed was not high prices per but rather stability. In 

1873 he noted that the high prices could not be sustained 
without damaging the rest of industry. In November 1875 
there appears to have occurred what on Wall Street would be 
called a classic bear market rally - prices had fallen so 
far that consumers felt they could not fall any further, 
panicked and all Jumped into the market at the same time. 
In the last quarter of 1877 there was the "liveliest 
deraand". The winter of 1878-1879 was also a time of lively 
demand. Thus the overall picture of the lS70's is one of 
falling coal prices, but frequently punctuated by buying 
panics - usually in winter as one might expect. Kirdorf 
SLi.'niTied up the decade by saying that excessive speculation in 
1872-1874 had led to Just as excessive pessimism in the 
following five years. The other idea which the experience 
of the 1870's impressed upon Kirdorf was the need to cut 
production. By 1877 Kirdorf was not only afraid that 
production costs could not be reduced further: he was afraid 
he could not sustain the low level already achieved, and 
would rather cut production than enter into long term 

20. Freundt, Kaoital und Arbeit , p- 30; J. H. Morris and L. 
J. Williams, The South Wales Coal Industry 1841-1875 
(Cardiff, 1958) pp. 282-284. 
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contracts for fMr lost a suddon Move of production costs 

against him oiean he could only fulfil his contracts at a 
loss. But such a sove taken unilaterally would only benefit 
competing mines, and in the abscmce of a multilateral 
agreeeent the SBA6 had no choice but to increase production 
still further. 

It is interesting to see how these two ideas, the need 
for price stability and the need to restrict production 
nulti laterally, began to germinate in Kirdorf 's mind during 
the lB70's. This is not to say that froa 1 January 1873 
Kirdorf was seeking nothing more than to establish the 
Rhenish-Mestphalian Coal Cartel. But by the end of the 
1870's the germs were already present. 

One word nore about the Depression of the 1870 's. It 
was clearly a tremendous strain constantly to increase 
production, constantly to increase sales. But look at the 
record of the 6BA6: production rose, productivity rose, a 
good dividend was always paid, wages fell only moderately, 
employment was stable and (after 1880) rising. Not all 
companies had such a happy experience: the Rheinische 
Stahlwerke suspended payment in 1877* the Harzer Union went 
bankrupt in 1679, the Schaaffhausen'scher Bankverein, a 
major lender to Ruhr industry, paid no dividends for 187S 
and 1876 and had to be reorganized. 6el senki rchen was a 
stunning island of prosperity. 

E. Special Problems of the 1870's 
1. Introduction; Kirdorf 's Correspondence with his Bankers 

It is especially fortunate that Kirdorf 's 
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correspondence with the Disconto-Gesellschaf t in this period 
has been preserved in the -files of the 0BA8. There is no 

other collection of docunents - Mith the partial exception 
of Carl Meyer's correspondence at Krupp's - Mhich casts such 
a vivid light on what it was like to be a Ruhr industrialist 
in the 1870 's. At times Kirdorf could be very deferential 
towards senior Disconto-Gesellschaf t partners: on 7 November 
1876 Hansemann could scold Kirdorf like a schoolboy over an 
error in the annual report which arose because Kirdorf got 
the number of workers on "Alma" wrong. ^* A similar instance 
occurred in early 18B0 when Kirdcwf wrote up the balance 
sheet -for 1379 and canciaded that to write as much off as in 
previous years would not permit the payment of a 6% 
dividend, and reconunended that the machinery and stocks 
(inventories) be written down by 571 instead of 7*-/^JL. 
Alfred Lent wote back and agreed, but proposed instead that 
Hdvelmann's farm (one of numerous pieces of property the 
6BA6 acquired in the 1870's« presumably because of 
subsidence) be depreciated by 7*/2% instead of 10%; and 
Kirdorf accepted this suggestion. At the time. Lent, 
although a Disconto-Gesel Ischaft partner, was not yet a 
mafliber of the adiiiiniBtrati vs board of the GBA6 - he joined 
it in 1883 - so theoretically he had no right to help draft 
its annual balance sheet. Most of Kirdorf 's 

21. Adolph von Hansemann, 7 November 1876 to Kirdorf, BBA, 
BBAO Archiv, Az. 1 24 70. 

22. Kirdorf, 6 February 1880 to Russell; Alfred Lent, 17 
March 1880 to Kirdorf; Kirdorf, 18 March 1380 to Lent, BBA, 
GBAG Archiv, Az. i 24 70; Gelsenkirchener Bwowerks- 

Akti en-Basal iBchaft 1873-1913 (Dusseldorf, C 19133), Appendix S; 
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correspondence, however, is with Emil Russell, with whom he 
developed a nuch closer working relationship than he could 
with the ttuch older Hansenann (Kirdorf was born in 1848; 
Russell in 1837; Hansenann in 1826). Russell and Kir dor f 
would oieet before aeetings of the adainistrative board and 
discuss all outstanding questions. A letter of Russell from 
Dortmund on 16 February 1877, for example, said that such a 
meeting was unnecessary on that occasion, because they 
agreed on everything and Kirdorf 'si material was very 
clear." This close relationship with Russell could lead to 
bizarre situations: in June 1877 Russell and Kirdorf held 
the proxies of the Disconto-Besellschaf t in the annual 
general meeting of the Berg~Mark Railway Company. It would 
be hard to imagine anything more incestuous: the largest 
German bank has its partner, Emil Russell, who from 1876 
until 1881 was also General Director of one of the largest 
Ruhr ironworks* and Kirdorf, the director of one of the 
largest Ruhr collieries, represent it in the annual general 
meeting of one of the most important railways serving the 
Ruhr. All three industrias had acute conflicts of interest: 
higher coal prices hurt the ironworks and the railways, 
higher iron prices hurt the railways, mineowners and 
ironmasters were constantly complaining that freight rates 
were too high. No doubt it further in^ressed on Kirdorf the 
need to look beyond the petty interests of the collieries to 

23. Emil Russell, Dortmund, 16 February 1877 to Kirdorf, 
BBA, 8BA6 Archiv, Az. 1 24 70. 
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th« QfiHi«ral int»r«Bts c»f all of hMvy industry. At th« tla* 

he was iTiore concerned with getting into the good books of 
thtt Disconto-GeBBllschaft. *'It Mae an honour and a plBasurv 
for me" he wrote to Russell, "to be of service to you and 
your valued company."^ 

2. Bag Companies 8 A Vital Market 
As I have said before, the years 1869-1872 witnessed a 
railway bsom; in 1872, however, high prices began to kill 
off the boom, and the cycle reversed itself savagely. It was 
easier to survive in the 1870 *s if a company could escape 
from this vicious circle. The fact that the GBAG's coals 
were ideally suited for producing gas, and the - contracts 
with gasworks which it thereby won, gave the BBfiB exactly 
such a means of escape: a market which was not dependent on 
railway building. Gasworks resisted the crisis better than 
nearly any other industrial companies. Privately owned 
public utilities have a traditional reputation as one of the 
most secure investnentss and this was certainly true of the 
German gasworks after the Crash of 1873. The premier German 
gas company was the Deutsche Continental-Gas-Gesellschaf t of 
Dessau ( "Contigas" ) , founded on 12 March 18SS, which in 1876 
operated gasworks in sixteen citiess Dessau, ^furt, Eupmn, 
Frankfurt/Oder, Gotha < 1 eased ) , Hagen, Herbesthal , 
Luckenwalde, Monchen-*Gl adbach/Rheydt « Hulheim/Ruhr, 
Nordhausen, Potsdam, Ruhrort, and in Russia Warsaw and 
Lemberg (Lvov> , in Austria Cracow. The share price and 

24. Kirdorf, 20 June 1S77 to Russell; Russsl 1 at the Union, 
25 June 1877 to Kirdorf at "Rhein-Elbe" ; Kirdorf, 26 June 
1877 to Russell, BBA, 6BA6 Archiv, Az. 1 24 70. 
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dividends of Contigas shon* a remarkable stabilitys 



Dividends and Share Prices of Contigas, Dessau iinVm) 
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NOTES: "Bourse takes fright over implications of electric 
light. 

SOURCE; Sal i no's BSrsen -Papi ere , Eighth edition, (Berlin, 
1884) pp. 489-491, 496-498. 

The dividends and share prices of other Berman gas companies 

listed in Salino's Bor sen-Pap i ere - the Allgemeine Bas- 
Actien-Besellschaf t of Magdeburg, the Neue 6as-6Bsellschaf t 
Nolte of Berlin, the Thuringer Gas-Qesel 1 schaf t of Leipzig 
and the Schlesische Bas-Actien-Sesellschaf t of Breslau - 
shOM a BiBilar stability. Sofltewhat surprisingly ^ the gas 
companies mere able to preserve their position against 
electric light because electric light Mas very slant to come 
on stream, and most gas companies had their local 
concessions amended so that they supplied electric light as 
well."* The gas industry never consumed as much coal as did 
the ironworks and the railways, but the unusual stability of 



25. This acccunt of the German gas industry relies on the 
biography of the chief manager cf Contigas, Gechelhauser s 
Wolfgang von Geldern, WiXhelm von Dechelhauser als 
Unternehmer. Wirtschafcspoliti ker . und Sozlaloolitiker 
(Munich, 1971) (= Trsvdition. Zeitschrift fur 
Firmenaeschichte und UnternehmerbioBraphie . Beihef t 7) . 
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the market made it very attractive. One nan with a nost 

expert knowledge of the coal market, the Upper Silesian coal 

merchant Eduard Arnhold, invested in the Berl in-Anhaltische 

Haschinenbau-Actien-Gesellscha-f t because that company 

produced machinery for the gas industry, and Arnhold wished 

to establish links to the gas industry to expand the market 

-for Upper Silesian coal.** 

Strousberg made the bourse's high opinion of 

Gel senkir Chen's Paris gas coal contracts an element in his 

attack on Friedrich Qrillo: 

•'I dc not attp.ct He-T Grille because he has 
p'_it a hi^h r-5ti.7!at2 en the ■/i"' l ? c his 
CDlli=ri;:3, but rather I disapprcve of the 
blatant share pushing (Mar kt schrei er el en > 
which he uses to achieve a -fraudulent agi o . 
The reports of .TiUlti-year contracts with 
Paris for gas coals, among ether things, are 
designed to drive up the price of the 
shares. ** 

Strousberg was often an extremely perceptive financial 
journalist, but like Otto Glagau, for whon> Gelsenkirchen was 
"the peak of swindle", he could not distinguish between a 
swindle and a perfectly solid cc:!np3iny.^^ The bourse was 
right, and Strousberg wrong, in pinpointing the gas coal 
contracts with Paris as an excellent foundation for 
Qelser.kirchen ' B prosperity. 

The business relationship whereby Oelsenkirchen coal 



26. Kurt Zielenziger, Juden in der deutsehen Wir^sehaft 
(Berlin, 1930) pp. 1S7-1S8. 

27. Bethel Henry Strousberg , Dr. strousberg L.nd 'zom '^^rken 
(Berlin, *187£>) p. 83: Qtto Glagav. , Per Sbrsen- und 

Gr undunqs-Schwi ndel in Deut sch 1 and (Zweiter '^Hei ! von "Der 
Borsen- i^qtj Gr ur^ijunas-SchMi ndel in Berlin ".) (Leapsig, 1877) 
p. S285 MQller-Jabusch, Grander Jahre- p. 42. 
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illuainatsd Paris went back to tha Dstillieux period.^ It 

is ironic to consider that the later Pan-German Kirdorf 
should have oned much o-f his succass to Franch businass 
connections! but as BShaa has obsarvad, Kirdorf could be as 
cool and sober in business as he Mas a hothead in 
politics.** In -fact, during the -first -Fbh years o-f the 

Kirdorf worked side-by-side with a French holdover 
from the Detillieux period, August Dennler.^ 

We have the minutes of a meeting of the Essen 
conmittee of 10 May 1875 discussing tha offer of the Paris 
Gas Company to purchase 90,000 wagons of coal from 1876- 
1880 at 10 francs (» 12.50 marks) a tonne. A lengthy d^ate 
ensued} it Mas a difficult decision because of the size of 
the contract and the price* which was beloM the current 
market price. In the end, the committee decided to accept 
the offer because it would only amount to a seventh of 
Selsenkir Chen's output, and Gelsenkirchen's output Mas 
rising. If the coal market improved Gelsenki rchen would 
have more than enough coal to sell at better prices. At the 
same time Gel senki rchen still made a handsome profit at the 
comparatively low price of the contract, so if the coal 
market collapsed it had a good insurance policy. The 
committee agreed to take up the offer, but to try to limit 

2S. GBAG Annual Report « 1873, BBA, 8BA6 Archiv, Az. 1 30 OO, 
Nr. Ij Freundt. Kirdorf . p. 13. 

29. Helmut Bohme, "Emil Kirdorf, uberlegungen r u cir^r 
Unternehmerbi ographi e" ins Tradition. Zeitschrift fur 
Firmenoeschichte and Untern^hmybiographi e (Munich, 1969) 
vol. 14, pp. 36, 41, 46. 

30. Gebhardt, Ruhrberabau . pp. 198, 308. 
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it to 1876-1873, possibly 1879, so it would last only three 
or four years. In the event, the conmittee aust have 
regretted they had not made the contract longer, as a glance 
at the table o-F coal price»s above will show. On 29 May 1876 

the 6BA6 signed another contract with the Paris Gas 
Cofltpany." 

Kirdorf showed himsel-f eager to oblige his most 
important customer with those little things which add up in 
a business relationship. Thus Kirdor-f tried to obtain for 
Edouard Becker of the Paris Gas Company, per their request, 
a position on the German stand at the Paris Exhibition of 
1878.=** Similarly, when Aschmann, the GBAG's cashier and 
bookkeeper, quit to take up a post at the colliery "Hugo", 
Kirdorf let him leave as soon as possible, partly because 
that was his policy when anyme left to go to a competitor, 
partly as a favour to some "Paris friends" who were 
interested in "Hugo".** These French links presumably led 
to a proposal in September 1881, when a Paris finance 
coirimittee offered the 6BAG a partnership in a planned (alas, 
unspecified in the documents: iron ore?) Spanish venture. 
Russell was sceptical of the proposal: since the beginning 
of the year a disturbing promotion swindle ( bedenklicher 

31. Essener Betri ebs-Corr.i t6 , Sitzung 10 May 1875, BBA, 6BAG 
Archiv, Az. 1 24 00, Nr. 1. 

32. Kirdorf, 29 May 1876 to Kansemann in Berlin, BBA, 6BA6 
Archiv, Az. 1 24 70. 

33. 1 irdorf, 11 November 1876 to Russell, BBA, 6BAB Archiv, 
Az. 1 24 70. 

34. Kirdorf, 30 June 1879 to Hansemann, BBA, GBAO Archiv, 
Az. 1 24 70. 
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GrandunQs-Schwindel ) had raged in Paris; Bv«n if the firms 
Msre respectable, it could lead to comments in the press. ^ 
Russell was remarkably prescient, since the new year brought 
the Bontoux crash. 

A chance to get another gas company as customer was 
killed off by the high freight rates of the Prussian State 
Railways. Senator Gustav Godeffroy, the president of the 
supervisory board of the Norddeutsche Bank and a member of 
the GBAG's administrative board, wanted to use 6el senki rchen 
coal in the Hamburg gasworks. The Cologner-Minden Railway 
'offered a rebate; but because part of the jdurhey lay over 
lines of the Prussian State Railway, the state railway 
claimed all the rebate. Until Cologne-Minden reduced its 
rates still more, good German money wculd continue to wander 
to Britain to buy coals from Cardiff. To provide Godeffroy 
with another instance of the hawkish state railways, 
especially aggressive since the rate increase of 1 August 
1874, Kirdorf sent along a letter of his brother Adolf, 
manager of the Aachener Hiitten-Verein at the Rothe Erde near 
Aachen. As if it was not hard enough to compete with 
Belgian industry, which had cheap freight rates within 
Belgium, good water routes, and better quality workers who 
did not lose time for school or military service, freight 
rates from Dolhain, Li^e and Charleroi to German cities 
were cheaper than from Rothe Erde. The Rhenish Railway - 
which, Effiil remarked, was often quite decent in such matters 



35. RuBsell, Berlin, 12 September 1S31 to Kirdorf at "Rhein- 
Elbe", BBA, GBA6 Archiv, Az. 1 24 70. 
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- wanted to reduce rates accordingly, but Mas being resisted 

by the accursed state railways. At least two Rhenish 
industrialists, then, had no cause to be surprised Mhen the 
state takeovsr of the railways at the end of the lB70*s 
produced no ifliproveeent in freight rate schedules.'^ 

As nentioned above, the 8BA6 was able to retain the 
contract with the Berlin municipal gasworks in spite of the 
-freight rate increase of 1 August 1874 thanks to special 
ccincesaicns from the railway companies. This contract 
caused an interesting conflict betMesn the Disconto- 
6esellschaft and the GBA6. The Disconto-Gessllschaft had a 
very close relationship with the Magdeburg-Hal berstadt 
Railway Con^any.*' One would expect the Dlsconto- 
Gesellschaft to try to get Magdeburg-Halberstadt to burn 
6el senki rchen coal, and to try to get Oel senki rchen to send 
its coal via Magdeburg-Halberstadt . This was indeed the 
case. On 19 Hay 1877 Emil f^ssell wrote to Kirdorf that 
Nagdeburg-Halberstadt had requested that Gelsenkirchen send 
its coal shipments to Berlin, that is for the Berlin 
municipal gasworks, over the Cologne-Minden-flagdeburg— 
Msltprst^^dt line (i.e. Minden-Hannover — Lehrte-Stendal- 

ZL. E\j\i\ Kirdor-f, 12 January 1977 to Senator Gustav 
Godeffrcy in Hamburg j Aciolf Kirdorf, Director, Aachener 
HQtten-Actien-Verein, Rothe Erde bei Aachen, 9 January 1877 
to Godsffroy, BBA, QBAG Archiv, Ar. 1 24 70; Dabritz, 
"Entstehung und Au-fbau des rheinisch-westf al ischen 
Industriebezirks" , p. 66. 

37. Walthsr Dabritz, Grundunq und Anfanqe der Disccwitqr ; 
Gesel 1 schaf t . Berlin. Ein Beitraa zur Bank- und 
Wirtsehaftsaecehiehte Deutsehlands in dan Jahren 1850 bis 
1S75 (Munich and Leipzig, 1931) pp. 163-164; cf. the reflkarks 
of Strousberg, Dr. Strousbera und sein Wirken. p. 306. 
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Berlin; Magdeburg-Hal berstadt controlled the Per 1 i n-Lehrte 
line). They promised to match any concessions offered by 
the competition. Russell could only support this request, 
especially since Gel senki rchen supplied Magdeburg- 
Halberstadt with coal. Russell had promised the railway to 
support thsir demand; he also assured Kirdorf that the coal 
supply contract would be awarded to Bel senkirchen as it had 
in the past. Kirdorf wrote back two days later. For the 
moment the contract with the Berlin gasworks had expired and 
there was nothing to transport, although shipments would 
resume on 1 July. Gel senkirchen did favour Magdeburg- 
Hal berstadt, but it would not neglect the other lines 
entirely, especially because it was now negotiating a 
contract with the Berlin, Potsdam, and Magdeburg Railway 
Company to supply them with coal. The Berlin, Potsdam, and 
Magdeburg Railway Company had also offered some very 
favourable rates for deliveries to the Berlin gasworks, 
which Magdeburg-Hal berstadt had yet to match. On 6 July 
1877 Russell wrote to Kirdorf again: Magdeburg-Hal berstadt 
had renewed their request that all shipments to the Berlin 
municipal gasworks, which recommenced on 1 July, go via 
their lines. Fatal ! wrote back Kirdorf. Gel senkirchen ' s 
Magdeburg agent had just concluded a coal supply contract 
with the Berlin, Potsdam and Magdeburg Railway Company, and 
had promised to throw some business their way. But as of 1 
July all coal for the Berlin gasworks - only ten trains a 
week - had been going via Lehrte. Ob erg (.iter — Inspector Heine 
(who had complained to Russell) must have net know what he 
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Mas t&lking about. Yss, Heine atust have been Aisinforeed, 
Russell replied; and added that Kirdorf was absolutely 
correct to favour Berlin, Potsdam and Magdeburg if he had 
Just concluded a contract with them - no need to expose 
oneself unnecessarily.^ 

This episode is interesting for several reasons. 
First, it con-firms hoM close the relationship was between 
the Disconto-Gesellschaf t and Magdeburg-Hal berstadt. It 
also illustrates the horse-trading, the do ut dee , which 
must have gone on all the titne. Finally, it is interesting 
to see how the Discmto-t3esellscha-ft sought to have the 
companies in its group , its "zaibatsu", co-operate with each 
other - and the limitations there often were to this co- 
operation. A similar episode is found in Pogge— von 
Strandinann ' s history of Mannesmann, where Nicolaus Eich of 
Mannesmann tried to have the Deutsche Bank give it the order 
to supply pipes to the Roumanian oil company Steaua Romana. 
In that Instance too normal business considerations 
prevailed over the interests of the "zaibatsu": Thyssen tt 
Co. offered to supply the tubes at 10% below Mannesmann 's 
price, and got the order.'* 

3. Ktrdgrf contra griUg 

In the formation of the 6BA6, as in that of the 

38. Russell, Berlin, 19 May 187:" * j Kirdorf in 

Gel ^Enki rchB".; Kirdorf, 21 May 1377 to Russell; Russell, 
Berlin, 6 July 1877 to Kirdorf in Gelsenkirchenj Kirdorf, 7 
July 1877 to Russell in Berlin; Russell, Kurhaus Tarasp 
(Swi tzerl an:i) , 12 July 1S77 to Kirdw-f in Bel senkir Chen, 
BBA, SBA8 Archiv, Az. I 24 70. 

39. Pogge-von Strandmann, Mannesmann ■ pp. 25-26. 
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Dortminder Union, the DisccmtoHSesellscha-Ft and the Ruhr 
Aagnate Frledrich Grillo met on an equal footing. This was 
syabolized by the establishoent of a Berlin coeeittee for 
finance, chaired by Hansemann, and an Essen committee for 
operations, chaired by Grillo. Friedrich Funke »«as vice- 
chairman of the Essen committee; the other members were 
Ludwig von Born of the Essener Credit-Anstalt, Theodor 
MoviUB of the Schaaf fhausen'scher Bankverein, and the 
Cologne private bankers Freiherr Albert von Oppenheim and 
Jacob Lfib Eltzbacher.^ Grillo too wanted his "zaibatsu** to 
work together: sometimes this coincided with the interests 
of the Disconto-Oesellschaft, as when the administrative 
board meeting of 11 January 1S74 urged the 6BA6 to conclude 
a long-term ccmtract with the Dortnunder Union to supply the 
Union with coal.^* On one occasion when Grille's interests 
conflicted with those of the Oisconto-Gesellschaf t Grillo 
wrung a remarkable concession from Hansemann. The meeting of 
the Essen conieittee on 8 April 1873 decided that the company 

"Mill open an account Mith the Essener 

Credit-Anstal t , per the permission of the 
President (r-f the administrative board) 
Getieiiner CofTimer z i snr ath von Hansemann , since 
its proximity offers great advantages and 
conveni encBs; it goes without saying that the 
chief banking connection of the company will 
remain the Disconto-Gesellschaft in 
Berlin. 



40. Essener Betr i ebs-Comit6 , Sitrung, 8 April 1873 and IT 
October 1873; Verwal tungsrath , Sitzung, 14 February 1874, 
BBA, GBAG Archiv, Az. 1 24 00, Nr. 1. 

41. Verwaltungsrath, Sitzung, 11 January 1874, BBA, BBA8 
Archiv, Az. 1 24 00, Nr. 1. 

42. Essener Betriebs-Comi t6, Sitzung, 8 April 1873, BBA, 
GBAG Archiv, Az. 1 24 00, Nr. 1. 
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The Essener Credit-Anstalt, -Foundad in 1872« Mas Grillo's 

creation, the convsrsion to the joint-stock form of the 
Essen banking houso of his cousin, LudMig von Born. Grillo 
deliberately chose not to seek the co-operation of the 
Disconto-Sesellschaf t in setting up. the bank, for fear lest 
this independent source of finance for Ruhr industry might 
becooke a vassal of the Berlin institution. It Mas a 
remarkable concession on Hansemann's part to allow the BBfiO 
to open an account at a bank Mhich had been set up in 
opposition to the Berlin bank. Grillo's position Meakened 
after the crash, for the Essener Credi t-Anstalt nearly 
collapsed - it wrote 40% off the shares it held for its own 
account in 1873, and a further 96»/2% in 1873-1878. Ludwig 
von Born was thrown out of the bank in a storey 
shareholders' meeting in 1874, although he did not leave the 
administrative board of the 8BAG until 1886.'*^ 

Grillo and Funke, veteran Sewer ken <shar^olders of a 
G^w^r k s^h^f t ), were more accustomed to the extensive control 
over day-tc»-'day operations which Sewerken enjoyed ilogically 
enough, since they were liable to their last collar stud if 
anything went wrong) and unused to the separation of 
investor from manager of the new public United companies. 
They regarded the management {V py^tapf jl) as "so-called 
directors**; in their view, thev were the managers. In this 
attitude they were not alone: similar conflicts between 



43. Walther Oabritz, Denkschrift zum Funf zio Jahrioen 
Bestehen der Essener Credit-Anstalt in Essen (Essen, 1922) 
pp. 54-57 and Appendix; Freundt, Kirdorf ■ pp. 12'13; BBAO 

Festschrift 1913 . Appendix 5. 
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AdslbBTt OslbrQck, th* prasidcmt of th« supwvisory board of 

the Deutsche Bank, and Georg von Siemens, its managing 

dirsctor, are mbII docunented. Only the revision of the 

GeroMn companies act in i884 introduced the sharp separation 

bet w e en supervisiMry board and managenent which is now 

characteristic of German con^any structure. In the BBA8 

matters were further confused by the Essen coenittee's 

aandate to oversee day-to-day operations.'** 

Matters became Morse when the mining engineer August 

OeoMler left to return to France, and Orillo felt more 

entitled to interfere in the technical running of the mine, 

partly because Kirdorf as commercial director t teaumanni seher 

Director) theoretically should have concentrated on sales, 

finance, and accounting.** Kirdorf began to see Grillo's 
i 

hand everywhere. The 6BAQ had hired as their sales agent in 

Riga a man recommended by the Dortmunder Ltoiion (i.e. 
Russell )i but he was then lured away by a better offer which 
Kirdorf suspected came from "Consolidation" or "Dahlbusch", 
in other words one of Grillo's eines. (Although 
"Consolidation" definitely was a Grillo mine, Wilhelm 
Kesten's thorough history of "Dahlbusch** shows no 
involvement by Friedrich Grillo, so in that respect 



44. Bacmeister, Kirdorf . pp. 21, 46; cf- Karl Theodor 

Hel f f eri ch , Georg von Siemens. Ein Labensbi' d ^us 

Dcut^chl ar.ds grosser Zeit (Berlin, 1933) vol. 1, pp. 319- 
329; Frit.: Ssidenzahl, Hun d art J ah re Deutsche Bank 1B70-1970 
(Frankfurt/Main, 1970) pp. 27, 29. 

45. Bacmeister, Kirdorf . p. 46. 
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Kirdorf 'B bslief Nas unjustified. In Novenitiar 1876 

Kirdorf gave vent to another cry of " HQchst fatal .' " because 
the "Essen gentleaen" were opposed to his proposal to set up 
a cokery.*"' 

In the ineantlme, however, the conflict between Kirdorf 

and Grillo climaxed and was decided in Kirdorf 's favour. 

According to Freundt and Bacmeister (writing at Kirdorf 's 

behest in the 1920 's and 1930 ' s> , after Deamler's departure 

the works managers ( Betr ^ ebsf Qhr er > began to act on their 

own and place their own orders with suppliers. Kirdorf told 

them to stop, whereupon they appealed to Grillo, who upheld 

them. A slightly different account emerges from the 

documents, which does not necessarily SMclude the Freundt-* 

Bacmeister version. In a letter of 1 May 1876 Kirdorf 

« 

complained to Russell that 6rillo was interfering in 
personnel iitatters at the colliery, undercutting Kirdorf 's 
authority. Hoffmann (presumably one of the Betr i ebsf Qhr er ) ■ 
backed up by Qrillo, wanted to grant some concessions to the 
overmen ( Qberstei aer ) ; Kirdorf, backed up by Russell, did 
not. The miners resented Kirdorf; Kirdorf believed that 
Grillo must have turned the oiiners against him, because 
Kirdorf said that he had always been very gentle with the 
miners. If it continued like this, Kirdorf would have no 
choice but to give up a position he had grc»wn to love. 

4o. Kirdorf, Gel senki rchen , 9 March 1876 to Russell, BBA, 
GBAG Archiv, Az - 1 24 70; Wilhelm Kesten, Geschichte dgr 
Berower ksaesel 1 schaf t Dahlbusch (Essen, 1952); Gebhardt, 
Ruhrberabau. pp. 116-118, 147-149. 

47. Kirdorf, 14 November 1876 to Russell, BBA, GBAG Archiv, 
Az. 1 24 70. 
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Russall Mrot« back the vary next day. The next full 

neeting of the administrative board, he promised, would 
solve the problen in a way which would oeet with Kirdor-f' s 
full satisfaction. Russell was leaving Berlin in a few days 
to go to Elberfeld with Hansenann to arrange some business 
with the Berg-Hark Railway; he would then return to 
Dortaund, where he and Kirdorf could talk the natter over.'** 

According to Bacmeister , Kirdorf 's hint he night leave 
the QBAG was no idle threat: Kirdorf was negotiating with 
Louis Baare of the Bochuner Verein about entering its 
management; he was also talking with Director Klbnne of the 
Deutsche Bank about becoaing Beneral Director of Siemens & 
Halske. The contacts with Baare are more than likely, since 
Baare made a similar offer at the same time to Milhelm 
Heinrieh Muller, and HQller was a friend of the Kirdorf 
family and served on several occasions as their private 
head-hunter. But Bacmeister must have garbled the story 
about negotiations with Siemens, since Carl Klonne did not 
leave the Schaaf fhausen'scher Bankverein for the Deutsche 
Bank until 1900.** 

Whatever happened at the administrative board meeting, 

48. Freundt, Kirdor-f . p. 18; Bacmeister, Ki rdor-f . pp. 46-47| 
Kirdorf, 1 May 1876 to Russell; Russell, Berlin, 2 May 1876 
to Kirdorf in Gelsenkirchen; Hansemann, Berlin, 3 May 1876 
to Kirdorf in Gelsenkirchen, BBA, 6BA6 Archiv, Az. 1 24 70. 

47. Bacmeister, Kirdorf . p. 47; Hans-Carl Scheibler and Karl 
Wulfrath, Westdeutsche Ahnentafeln (Weimer, 1939) vol. 1, 
pp. 226-228 (= Publikationen der Gesellschaft fur Rheinische 
Geschi chtskunde . vol. 44); Erich Achterberg and Maximilian 
tlul ler-Jabusch, Lebensbilder deutscher Bankiers aus fUnf 
Jahrhunderten (Frankfurt/Main, 1963) p. 24S| Seidenzahl, 100 
Jahre Deutsche Bank, p. 180. 
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it is not racordad in the ninuteSf so me Must again raly on 

Frsundt and Bac/ncister. Griilo wanted the works managers to 
be directly subordinate to the administrative board, which 
would have maant directly subordinate to Grille Griilo and 
Funke wanted to fire Kirdorf. Adolph von Hansemann 
delivered a lecture on the legal situation, in particular 
the rights of the management ( Vor stand) in the new public 
limited companies* Russell concurred with Hansemann's 
exposition, and concluded that what Griilo wanted was 
impossible. Not the administrative board, but the 
management had control over the works managers, and if 
Kirdorf wanted to fire them, he was answerable -to the 
administrative board, but the administrative board could not 
stop him doing so. "You are fighting about the Ea^seror's 
beard," summed up Russell. "In a word, Herr Kirdorf is 
right. 

It is true that German company law was developing 
tawarcja a definite separation of the functions of the 
superviscM^y board and the management) but until 1884 the 
actual law was by no means clear. Hansemann and Russell 
emphasised the legal situation, not because that reflected 
the reality, but rather to build a golden bridge for 
Grillo's retreat. Essentially, they meant that Kirdorf had 
the full confidence of the Disconto-Oesellschaf t, they were 
not going to fire him to oblige Griilo, and Griilo had 
better reconcile himself to that fact. 

And Griilo was reconciled. A few days later he met 

50. Freundt, Kirdorf . p. 18j Bacmeister, Kirdorf . p. 47. 
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Kirdorf at the mine, and it was as if nothing had ever come 
between them. As Bacmeister puts it; "A ' Kerl " had shown 
him his teeth. That won Grillo's respect. The two men 
worked together extremely closely and harmoniously in the 
series of mergers of the 6BAG in the 1880 's. In later years 
Kirdorf would still refer indirectly to his conflict with 
Brillo, describing Grillo as not as far — seeing as Hansemann 
and Russell. But the histories of the GBAG, which were 
written in close contact with Kirdorf, always give Grillo 
his full due and usually reproduce Grillo's portrait. 

4. Consolidation and Expansion 
As Grillo had shown when he formed the appropriately 
named "Consolidation" in 1863, mining consolidation had 
numerous advantages, and these consolidations foreshadowed 
the more large-scale mining mergers after 1880. On 27 
October 1877 the Oberberqamt (the Prussian mining regulatory 
authorities) approved the consolidation of the BBAG's two 
mines under the name "Vereinigte Rhein-Elbe und Alma". The 
immediate cause was that from 1876 the GBAG had been mining 
"Alma's" gas coals from the second level on "Rhein-Elbe"; 
consolidation permitted this to continue without specific 
permission from the Oberberqamt . A second reason was 
prestige: in the last two years of separate operation, 1376 
and 1877, "Alma" ranked third in production in the 
Reqi erunqsbezi rk Arnsberg, after second-place "Vereinigte 

51. Bacmeister, Kirdorf , p- 47. 

52. GBAG Annual Report, 1876, p. 54, and 1877, p. 3, BBA, 
GBAG Archiv, Az- 1 30 00, Nr. 1. 
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Pr&sident" and the huge ** Consolidation**. "Rhein-Elbe" rankwi 
seventh in 1876, fifth in 1877. Consolidation catapulted 
"Vereinigte Rhein-Elbe und Alma" into first place in 1878, 
nudging "Consolidation" into second place, while the 
luckless "Vereinigte Prasident" of the Bochujner Bergwerks- 
Actien-6esellschaft (another Disconto'-BesellBchaf t venture) 
ran into water problems and plummeted to eighth place. 
"Vereinigte Rhein-Elbe und Alma" stayed in first place until 
1890, Mhen "Consolidation" edged it out once again.*' 

A third impulse towards consolidation Mas the second 

shaft prcblem. Mining experts were realizing, somewhat 

belatedly, that it was dangerous to have only one exit from 

a deep mine. The annual report of 6 December 1873 of 
ilulvany's Prussian Hining and Ironmorks Company saidt 

"The second shaft should be made conditio 

sine qua non for every mine, as it is in 
England; not only to save lives through 
proper ventilation and the chance of escape, 
but also to raise greater masses of coal and 
especially as a reserve in the case of 
accidents to the pumping system of one shaft, 
SO that the damage can be repaired without 
stopping the product ionf the entire mine.** 

The expense of sinking this second shaft, however, brought 

down the Prussian Mining and Ironworks Company. During 

1874-1876 the 6BA6 sank a second shaft on "Rhein-Elbe" , but 

had only one shaft on "Alma". Sinking shafts is an 

unpredictable and expensive operation. All that was needed 

was for an accident to panic the government into introducing 

legislation - as the accident at Hartley in Northumberland 

53. See the statistical reports in the Zeitschrift fOr das 
Berg-, Hutten-, und Sal inen-Wpsen jffi Pf BWW jj jgtTgn 8t*fttg 

(Berlin, 1877-1891) vols. 25-39. 

3f2 



Copyrighted matBrial 



had in Britain - and th» coo^iany Mould be facad Mith a hug» 
bill. By consolidating "Rhein-Elbe" and "Alma" into one 
■ins Mith thre« shafts.the GBAG got around thia problem. 

A -fourth advantags emerged after the consolidation: 
this Mas the chemce it of-fered to stop pec^le. Mho often 
did not knoM any better, from draMing inconvenient contrasts 
between the quality of "Rhsin-Elbe" coal and the quality of 
''Alea" coal. On 6 Hay 1878 Kirdorf wrote to Russell that 
customers would not take "Rhein-Elbe" gas coals, although 
they Mould take gas coals from "Alna"| yet "Aloka** was 
actually going through a bad period. Only Paris had the 
good sense to take **Rhein-^lbe*' gas coals with no 
complaints.*'* In August 1878 a notice in the Berliner 
BSr sen-Zei tuna drew attention to Gelsmkirchen's poor July 
results. Kirdorf admitted that this was bad in itself, not 
least because July had been an unusual month. But the 
Berliner BSr sen-Zei tunc had also noted that the price of 
"Alma's" coal was now below that of "Rhein-Elbe" coal; 
previously "Alma** gas coal had been the most expensive in 
the Ruhr. Kirdorf remarked that "Rhein-Elbe" was higher 
because it was supplying the Paris Gas Company; but the 
public did not know this and drew unwelcome conclusions. 
Kirdorf therefore advised that henceforth the mines be 
referred to only as *'Vereinigte Rhsin-Elbe und Alma*** and 

54. Stillich, St e i n k oh 1 n tj"st r i e . p. 162; J. A. S. Ritson, 
"Metal and Coal Hining 1750-1875** ins Charles Singer et al., 
ed. , A History of Technology , vol. 4: Th^ ^^n^ustfi^*! 
Revolution 1750-185Q (Oxford, 1958) p. 92. 

55. Kirdorf, 6 Hay 1878 to Russell, BBA, 6BA8 Archiv, As. 1 
24 70. 
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the results not be broken down by sha-ft. In Kirdor-f* s 

opinion, the merger of numerous mines to form 
"Consolidation** had brought that mine incalculable 
advantages. This episode may also explain why it is not in 
its report for 1877, but for 1878, that the Zeitschrift fOr 
Bero- HGtten - . und Sal i ren -l^iesen stops listing the 
production for "Rhein-Elbe" and "Alma" separately."^ 

In 1879, with the Morst of the Depression over, Kirdorf 
took his first steps towards expansion: he wanted to 
purchase a shaft which the neighbouring mine "Holland" wm.m 
about to shut down because its gas coals had run out. 

"Holland" Mas Milling to sell: it needed the noney to buy 

new equipment, and to pay back some of its share capital, 
since it was running out of coal. Kirdorf wanted to buy the 
shaft because with it Oelsenkirchen could reach the coal in 
the southeast corner of "Vereinigte Rhein-Elbe und Alma". 
Furthermore, "Holland" had hitherto dominated the Dutch 
market through two big customers, although recently 
"Consolidation" had overtaken it - as I shall shortly 
discuss below. But with this shaft's gas coals giving out, 
"Holland" would lose these customers. If Belsenkirchen 
bought the shaft and mined the continuation of this vein in 
the "Vereinigte Rhein-Elbe und Alma" coal panel, it would 
naturally fall heir to these customers. Russell wrote back 
that it was better to wait and do nothing; if, as Kirdorf 
implied, "Holland" was in a state of effective self- 



56. Kirdorf, 22 August 1878 to Russell, BBA, 6BA6 Archiv, 

Az. 1 24 70- 
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liquidation, it was better to let "Holland" take the 
initiative. Gel senkirchen could then pick up the shaft -for 
next to nothing. In fact, "Holland" lasted much longer than 
Kirdorf and Russell expected: its main installation, 
"Holland only shut down after the First World War."'' 

5. Exports 

Although export contracts were not ae vital for the 

German coal industry as they were for the British coal 

industry or became for the German iron and steel industry, 

they were still significant: the GBAG's most important 

contract was that with the Paris gasworks. From 1875 the 

GBAG also began to export to the highly competitive market 

of Belgium."^ All export markets were very cutthroat: we 

have already seen rival collieries steal away the GBAG's 

agent in Riga."^ Towards the end of 1876 Kirdorf offered 

the Russian sales representative office of the GBAG to 

Becker 8< Grube. Unfortunately Becker it Grube turned the 

offer down, and Kirdorf went to Dortmund to consult with 

Russell again about Russian business, writing to Russell: 

"If we do not succeed in exporting 
significantly next year, then prospects for 
our coal industry are even more dismal, since 
the offers for next year are already very, 
very cheap and with the spring prices will 



57. Kirdorf, 1 January 1379 to Russell; Russell, Berlin, 3 
January 1879 to Kirdorf, BBA, GBAG Archiv, Az . 1 24 70; 
Gebhardt , Ruhrberqbau , p. 253. 

58. GBAG Annual Report, 1875, p. 5, BBA, GBAG Archiv, Az . 1 
30 00, Nr. 1; Stillich, Steinkohlenindustrie , pp. 148-149. 

59. Kirdorf, 9 March 1876 to Russell, BBA, GBAG Archiv, Az . 
1 24 70. 
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certainly drop still further."** 

The most ruthless epii»ode occurred that very sane 
Dacember 1876 when "Ccmsolidatian** grabbed a near-nonopoly 
of the Dutch market. Its Dutch agent « Herr von Benningen, 
learned that month of a planned new tariff schedule of the 
Dutch Rhenish Rail May Conpany and the Col ogne-Hi nden Rail»«ay 
under which special low terms would be granted to collieries 
which ordered six special trains a week. Benningen found out 
from his uncle, who was president of the Dutch Rhenish 
Railway. He then snapped up most of the Dutch oiarket by 
trading on this inside information, undercutting all his 
conpetitors, since freight rates froe the Ruhr to Amsterdany 
Rotterdan and the Hague were only 44, 45, 46 marks for him, 
as opposed to 52 marks for them. "Holland", which had 
hitherto dominated the Dutch market, learned of the new 
tariff schedule only in January, but was able to confirm its 
two biggest customers, so that it was assured of six extra 
trains a week. The other two collieries mrtiich previously 
had had a big share of the Dutch market - Hibernia and 
Gelsenklrchen - were now shut out.** 

6. The BBftG and the Disconto-gesellschaf t 

If there was one matter in which the 8BA8 was totally 
in the hands of its bankers, it was deciding how to invest 
its large cash reserves. In advising the BBAS, the 

60. Kirdorf , 11 Deceidber 1876 to Russell in Dortmund; 

Kirdorf , 12 December 1876 to Russell in Dortmund, B8A« 8BAe 
Archiv, Az. 1 24 70. 

61. Kirdorf, 1 March 1877 to Emil Russell, DBA, BBAB l^chiv, 
Az. 1 24 70. 
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Oisconto^'GMallscha'f t acted in a very corrBct and loyal 

fashion. In May 1878 Russell reconxnended that Kirdcrf 

invest his large current account surplus o-F 1.3 million 

Marks in some sound securities: sectjrities of the Reich, of 

Prussia^ or of railway companies taken over by the kingdom 

of Prussia. Kirdorf agreed, and Russell recommended the 

purchase of S00,0O0 marks nominal 4^ Prussian consols, first 

because there had Just been a new issue, so the price Has 

still relatively depressed, the securities "could still be 

had at favourable terms" and a huga order of this size Hould 

not force up the price; secondly, the market in Prussian 

consols was the iROSt liquid of any security, and thus least 

exposed to violent price fluctuations. Kirdorf answered: 

"For your advice of yesterday let me e>;press 
my deepest thanks. I am al 1 the more obliged 
to you, since here »«e are too unfamiliar 
with practices cf the stock exchange and so 
Mould not have known what government security 
Me should propose to our president Cof the 
adtti ni strati ve board , i.e., HansemannJ • 

This incident reflects very well on Russell and the 

Oisconto-Gesellschaf t. True, the Disconto-Gesellschaf t 

doubtless had 471 Prussian consols in its underwriting 

portfolio Mhich it wanted to clear out. But clearly it was 

in the Disconto-Gesellschaf t 's interest that the 8BA6 keep 

its current account in credit for as long as possible, on 

which it Mould pay say 2*/a%; the Disconto-Gesellschaf t 

could then invest in Prussian consols, and pocket the 



62. Russell, Berlin, 5 May 1878 to Kirdorf; Kirdorf, 6 May 
1878 to Russell; Russell, Berlin, 20 May 1878 tc Kirdorf; 
Kirdorf, 21 May 1878 to Russell, BBA, GBAS Archiv, Az. 1 24 
70. 
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diffarance. Its investAent recommendation was also a very 
sound, gilt-edged security. The Di sconto-Gesel 1 schaf t , in 

fact, recQt-ninendsd at its omh initiative that the GBAG take a 
measure which was probably to the Disconto-^sellschaft 's 

di sad vantage. 

As the head o-f a successful company Kirdorf was in a 

ver/ strong position; and he began to reap the benefits. In 

1379 « as the gloom that had hung over the coal market 

■finally began to lift, he asked for and received an increase 

in his annual bonus ( T^tifema ) . And the Disconto- 

Gesellschaft appreciated Kirdorf 's mastery. In 1883, as the 

roller coaster af the conjuncture began to dip again, 

Kirdorf was quick to spot the decline in orders. The 

Disconto-GesBllschaft partner Alfred Lent wrote to Kirdorf x 

"Like ycu I hope the sluggish demand will be 
transitory in nature. At any rate 
Gelsenkirchen has a difficult year ahead of 

it, which will rec;uirB all your energy and 
Circumspection I which have helped us so often 
in the past."** 

F. Conclusion. 
The Kirdorf -Russell correspondence has much in common 

with those other dialogues between managers and their 
supervisory boards »^ich are known to usx Eich/8teinthal at 

Mannesmann, and Hassl acher/Sal D.Tiansohn at the Rheinische 



63. Kirdorf, 7 February 1879 to Russell; Russell, Berlin, 8 

February 1B79 to Kirdorf at "Rhein-Elbe" ; HanEE-nann as 
president of the GBAG administrative board, Berlin, 11 March 
1879, to Kirdorf at - Ver. Rhein-Elbe + Alma", BBA, GBAG 
Archiv, Az. 1 24 70. 

64. Alfred Lent, Berlin, 11 June 1883 to Kirdorf, BBA, GBAG 
Archiv, Az. 1 24 70. 



39Q 



Copyrighted material 



Stahl»««rke.*^ In tho GBAG's acquisition phass aftvr 1880, 

the DiBconto-Gesellschaf t (and Friedrich Brillo) acted as 
intsrmsdi arias in the saas way as the bankers acted as 
interAadiaries in planning mergers at the Rheinische 
StahlMerke* So far as the question of control goes, the 
correspondence confirms the findings of Pogge-von Strandmann 
and Mosse: the final decision remained with the oianager of 
the industrial coepany. There is a difference of degree, 
however: Russell was much inore deeply involved in 
Gel senkir Chen's affairs than was the case with Steinthal or 
Salooionsohn , because of three special factors. First, the 
unclear legal situation before 1884. Secondly, Klrdorf 's 
youth (he only turned thirty in 1878) and relative 
inexperience. Finally, Russell's peculiar double position 
as partner of the Disconto-Gesellschaf t and Bcmeral Director 
of the DortAunder Union meant that he had a technical 
knoMladge of Ruhr heavy industry Mhich Steinthal and 
SalaiQonsohn could not clain. Russell occasionally exerted 
pressure in favour of the DiscontoHSesellschaft 's interests- 
he wrote tMO letters on behalf of the Magdeburg-Hal berstadt 
Railway - but the final decision as to whether to send coal 
via Stendal or via Potsdam remained with Kirdorf . The 
settlement of the conflict with Grillo confirmed Kirdorf 's 
freedoe of disposition. Kirdorf 's position was strong 
bscausB his company was strong. With weak companies, like 
the Dortnunder Union or the Mengeder Bergwerks-Actien- 



65. Pogge-von Strandmann, MarrnffWH^nn s Hosse, Jews in the 
German Economy , pp. 263-267. 
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Gesel 1 Bchaf t , on the other hand, the gloves came off and the 
Di sconto-Gessl 1 schaf t intervened extensively. This is not 
that different from the situation in Anglo-Saxon countries; 
what is unusual is the degree of this interference, most 
peculiarly the Disconto-CSesellschaf t 's willingness to second 
its own managers to industrial companies, such as David 
Hansemann at the Phoenix or Emi 1 Russell at the Dortmunder 
Uni on . 

The GBAG is unusual in that it is a successful 
ir.dustriai venture of the Di scor.to-Gesel 1 schaf t . Cne reason 
for that success vcas that "Rhein-Elbe" and "Alma" were 
theniselvss superb properties. But another very important 
reason was that in Emi 1 Kirdorf the Di sconto-Gssel 1 schaf t 
found a first-rate inanager who did not aiind being nominally 
subordinate to a Berlin bank. This is surprising in view cf 
Kirdorf's notoriously choleric nature; but if Kirdorf's 
anger Mas fierce, so were his loyalties. This, and the 
clearly great talents of Eoii 1 Russell as an intermediary, 
helped create a very successful njanagerial relationship and 
ons of the .xost successful companies in Europe. 
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Th« thesis above has attcMnpted to remove aome of the 
aura of success which has surrounded the German universal 
banks. The story of the rise of German industry in the 
nineteenth century ctsrtainly is a success stary - but it is 
a story in which too much of the credit for success hae been 
given to tne universal banks. I have discussed the ventures 
of only one bank, the Oiscontc»~Gesellschaft, albeit a bank 
which was always in the top two joint-stock banks during 
lBSl-1914; but Paul Model 's work on the Berlin banks (based 
on the annual reports) suggests thtft there would be few 
records of outstanding successes among true universal banks 
like the Dresdner Bank^ the Bank fOr Handel und Industrie 
and the Schaaf f hausen ' scher Bankverein to offset the 
DiscontoH3esellschaft 's failures.^ The Deutsche Bank and, 
after 1883, the Berliner Handel s-Geselischaft certainly were 
successful s but neither, I would argue, was a true universal 
bank. I have here been able to examine in detail only three 
DiscontO'tesellschaf t venturess although I have studied most 
of the others. The Oortmunder Union was the most common 
case; I have indicated above that although they were never 
on such a large scale, the Harzer Unicm, the lead mines 
"Bertha Isabella", "Neue Ho+fnung", and the Commerner 
Bergwerks- und Hatten-Acticm-Verein, the collieries nengeder 
Bergwerks-Actien-Geseiiscnatt and tne Bochumer be!» ywerks- 
Actien-Gesellschaf t, the Brunswick Railway Company, the 



1. Paul Model T Die orossen Berliner Ef f aktenbanken ed. Ernst 
Loeb (Jena, 1896). 
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Crereid-Kempen district railway, the 6reat Venezuela Railway 
ana the Internationale Oruckluft- und Electricit&ts- 
iseseilscnaf t were similarly disastrous. The history oi 
Krupp shOMS the problem -rroai the entrepreneur's point of 
view: Krupp had unhappy experiences with Oppenheim, 
Herstatt, the Schaaf fhausen 'scher Bankverein and the 
0ieconto-6esellschaft until he -finally found firm support in 
the houses ot Deichmann and Meyei — Cohn. Finally, 
Gelsenkirchen shoMs hOM banks and industry could work 
together at tneir best and is one of the two unqualified 
industrial successes of the Disconto-6esellschaf t - the 
Qtner Deing the Kaiiwerke Hschersi eben. r^irdorf and 
Russell's successful working relationship between 
industrialist and banker is not unique in German company 
history; parallel examples are the dialogues between 
Nicholaus Eich of Mannesmann and Max Steinthal of the 
Deutsche Bank, between Jacob Hasslacher of the Rheinische 
S^ahlwerke and Arthur Salomonsohn of the Da scon to— 
6eseilschaf L. These cootpanies rieive r xc^i ctrcttives and the^e 
dialogues have survived partly because these companies wcwe 
successful. Fremdling and Tilly have proposed that research 
into the relationship between industrial companies and 
universal banks begin by basing itself on the great coa^any 
archives vhannesmann, Krupp, Siemens, Gelsenkirchen) This 
suggestion is excellent, but it contains the danger that we 
will end up with a misleading numDer of success stories, and 

2. Rainer Fremdling and Richard Tilly, "German Banks, Serman 
Growth, and EconoAetric History" int The Journal of Economic 
Historv (New York, June 1976) vol. 36, pp. 416-424. 
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in vi awing th* pMks of HanneBMann and GelMnkirch«n m« will 

not see the financial quicksands of tne Cretej, u-KetJipen 
district railway, the NengBder BorgNerks-Actien- 
BMellschaft, or even tha Oortmundar Union. 

Z M* two sets of reasons eaer ging fron the above study 
as to why universal banks -Found it di-fficult to select and 
finance industrial conpanies, and why private banks were 
More successful at this. First, there was a clash of 
otanageaent styles. Comaercial banking is well suited to a 
bureaucratic style of nanagementt many of its problems can 
be reduced to routine paper work. The Oi sconto-Qesel 1 schaf t 
was managed in a very bureaucratic fashion. But this caused 
clashes with less inhibited entrepreneurs, most 
outstandingly Krupp, who would overdraw his account with 
little regard for financial punctilio. Entrepreneurs dislike 
being subordinated to a bureaucratic nonolith — it is 
notable how eany talented men (nailer, Adolf Kirdorf , Jucho, 
Klonne) chose to leave the Dortmunder Union. This helps 
explain not only why the Disconto-Gesellschaf t financed so 
many disastrous enterprises, but also why it financed so 
many mediocre and second--rate enterprises. In the Eifel 
lead-imining industry, for example, it did not finance the 
Hechernicher Bergwerks-Verain, managed by the skilled 
Kreuser brothers (the Kreusers obtained funds from the 
Cologne private bank Seydlitz ii Merkens instead) but rather 
the second--rate Conmerner Bergwerks- und Hdt ten-Act i en- 
Verein. This helps explain why so tnuch money and effort 
went into the mediocre Phoenix, instead of going to Krupp. 
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<Th« bankars also sbba to have -favoiirM] thm Phoanix ovar 

Krupp bacause they nad more control over the Phoenix than 

over the idiosyncratic Krupp.) This -Further helps explain 

wny tne Di sconto-ae^el i &chat t ana so many other major banks 
devoted so iMich tinm and money to the Union Electricitftts- 
Gesellschaft, «ihich was always a poor third after Siemens 
and A. £. 6. Ilany of the most successful entrepreneurs, 
like Friedrich erillo, August Thyssen, and the llertens of 
tne Frankfurt i>letai i gesei 1 schaf t did not deal with any one 
bank, but preferred to keep the banks at arm's length by 
playing tneot ott against each other. An unfortunate result 
has been that often the most successful captains of industry 
in 6ermany have not had any particular talent for industry 
or marketing, but rather were skilled at handling tha banks. 
Me only have to contrast the banks' treatment of Alfred 
Krupp with the way they fell over each other in their rush 
to lend money to Or. Strousbcrg. Bethel Henry Strouaberg, 
Hugo Stinnes, and Friedrich Flick were superb financial 
manipulators, but all too often had no feeling for industry. 

The less bureaucratic ana more entrepreneurial style of 
private banks often proved better suited to financing 
industry. The great strength of the financial system in 
iiermany in the nineteenth century was the vast number of 
private banks. This is the second reason for the poor 
record of the universal banks, and the better record of the 
private banks. A Krupp could go on knocking on doors until 
he found one opened by Deichmann or Meyer -Cohn. A 
paradoxical advantage was that private banks had narrow 
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capital bas«s. It tias not unusual for a privatti bank to be 

brought under by a poor investments Strousberg Drought down 
Jos. JaquM in 1875, Wilheln von Born went bankrupt in 1885 
for undisclosed reasons, the problsois of the Allgecneine 
deutsche Kleinbahngesellschaf t compelled Jacob Landau to 
serge into the Nationalbank fOr Deutschland in 1898. A 
private bank could not keep alive a I>ortmunder Union, and 
companies mhich should have gone under, »«ent under. A 
private bank could not, like a universal bank, attsiapt to 
turn a disastrous coepany into a laediocre one. The large 
number of private banks meant that eventually a goad 
entrepreneur could find one to provide hin with venture 
capital. Their narrow capital bases meant that they could 
not keep bad conpenies alive. Both these characteristics 
were advantages. 

It has hitherto been assumed that universal banks 
played a major role in the rapid rise of 6erman industry In 
the nineteenth century. The history of the Disconto- 
Sesellschaft suggests that this role was by no means as 
successful as is commonly assumed, and tnat we should turn 

our attention to oth<M^ investors, such as foreign capital, 

merchants, and private bankers, in trying to explain the 
industrial revolutican in Bermany. 
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J^m H* KlMberg S«Fhil« 

St. CailwriiM«B Coll*e» HiohaelmaB 1987 

The Diaoonto-Gesellschaft and German Industrialization ; 
A Cirltlcal Examination of the Career of a cianman 
" TItaivereal Bank. 1851-1914. 

IMS thesis WHM the history of the Slsotrnto-GessUsehaf t 

to axgoB that the role of universal baxdcs in fostering Gezown 

industrialization was less than has previously been assumed. 
The archive of the Disconto-GeselXschaft ia not currently accessible, 
eo Mm 'ttieeie will vme Indnstrlal avchl'veB to exanlne the Innlc'e 
relations with industrial companies. After a discussion of the 
literature, a susunary of other Disconto-Gesellschaf t ventures shows 
that the Dortmunder Union was not an isolated disaster, but one 
aaong many. The thesis discusses the boom of 1867-187^ and 
suggests it was engendered by a spate of railway building whioh 
fed into heavy industry. The next section recovmts how the 
collapse of universal hanks during financial crises Isd most 
coimtries outside Germany to separate commercial from Investment 
banking either by law or by custom. The first chapter concludes 
with a discussion of how German industry raised capital. 

Ths seeood chapter dlseussss the mlgins of the Bleoonto- 
Gesellschaft; David Hansemann's Introduction of a new corporate 
form, the yo™npT>dj.tgeaellachaft auf Aktien ; the Disconto- 
Gsssllsohaft*s rise during the crisis of 1639, relations wlto 
eampetltore, internal structure ai-.l the character of its management 
and supervisory board. The third chapter treats the history of 
the Dortmunder Union, and the reasons for its failure. The 
fourth chapter discusses IQnipp's dlfflcultlee in ralelng fundsf 
how the Disconto-Gesellschaft coped with the problem of lending 
to two oonpeting firms, Krupp and the Union} and the management 
of this conflict throu^ the rail cartel. The fifth chapter uses 
the coxrrespondence of Kirdorf and Russell to discuss the coal Industry's 
pll^t in the 1870' B, and the reasons for the success of the 
Gelsenklrchener Bergwerks-Actien-Gesellschaft. The conclusion 
sugBBsts that private banke were more suoosssful In financing 
industry than universal banks like the Disconto-Gesellschaf t 
heoause their great niimber meant that even a Krupp could find 
a private banker who believed in him, and because their narrow 
capital hasss prsvsnted them fjroai kssping lams ducks allvs. 
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Long Abatraot i The Diaconto-Geaellaohaf t and 
QaiMMi Indue tgi»ll«>tlo(n i £ Critical Eicailnatlon of 
the Career of a German Pniversal Bank . 1651-1914 * 
Theaia aubmltted for the Degree of Dootor of Phlloaophy 
in the TJnivraity of Oxford by John M» Kl«eberg , 
St« Cath»rii» '« CoUam^ Otford. Mi"*"*'>— 1987. 

Hm tfaisls that f oUom sa-azaalnaa the roXa of Gtzmi 

wi^anal tanka in foataxlng Gmima Indnatrialiaatlaiu A 

"univeraal bank" combineB the functiona of coooaroxai aad 

ImwstMat tanking. Tba tsaditional viaw bold* that univaraal 

taofea ooBtslhiitaA fMatly to CSonttigr*o ladnatrlal dovolopMita 

ftaia tfaMla oaudiMO ono of tho Mjov GozBoa univonal tanks, 

the Direotion der Diecointo-<(eaellaohaXt, and cornea to the 

ofpoalto eoBel»Bi«a« 

Tlzat XMoUooo to tlw OE^dlt lUblliw nnd otbn 

tml'voxoal tedw woxo hootilOf Vut thqr found now ohaapioao 

after 1902 in Adolf Veb«r» Jobann Plenge, and Jaoob Rieasar. 

Tho dobato hM zovivod in xooont yoan* Honhuxiitr and Stokaa 

«aad til* o u ne w t aooomt f icacaa wockad vp ligr IkkaliaTd Uatort 

and analyaad than aoonoMtrieallyf oanolndinff that tk» ovoxall 

oontributloa of Goxoan univoraal banka waa nagatlva. Altho\i^ 

♦h»aa eooolnaioBa paaeallal ornkf thair woric doaa net Inaplza 

total bmfiawiea and Braadling and TUlyU oaeitlqna la fialrlx 

tailing. Koat xaoently Riohard Tilly haa Mda naa of foactfolio 

theory and argued that the portfolio of funda aupplied by 

tadca to Mmix owevant aoooant caatoaaxa ooKxaaponAa vnj 

oloaaly to an Idaal portfolio of tha Gaaan aeono^r* Qif wtoiataly 

Tilly' a aurrogata for banks' current aopo\int portfolloa— > nev laauaa 

adaitted to the Berlin atook eTnhanga — la probably aoaewhat 

zoMvad fkoB aotoal hank landinc pattaaaa. Strlppad of ttaaaa 

aaavRpiionat TUly** xaaulta flva a eonolualoa ahiOb ia ooopatltta 

vlth ay own vlavt tmlTavaal hanks wero not ouoooaaAil at footaring 

Gomany*8 eoooookio growth, frivata banket howeveXi ware very good 

at ohooaing aaw ooapanlaa and knowing whiah onaa to iatzodMoa to 

tha hoBMai and tliia la daaonatiatad tgr Tllly*a portfolio of aaw 

Copyrighted material 



l[lMtMZ|HU)«tSMlt*4 

l08ite8 on ths Bsrlln teiirM 1865-191 5 1 vhloh •pparaxlaat«t vwxy 
closely to an ideal portfolio for the Genian econooqr* 

There were nine bis Berlin benke In 191}t the lantoolv 
Beak* the Dieoont^-Geaallaohaftt th« BMedner Bnikt tlie 
Bank fOr Handel «nd Induetrle (BexiiatMdter Bank), the Berliner 
Haiidels-GesellBChaf t, the Schaaf fhausen'schar Bankverein, the 
Mationalbank fOr J)eutaohl«nd, the Goamm- und ])ieeoDto-Bank» 
and the Hitteldettteohe Cr*dlt>-B«nfc. Tte iMt three %M>e audi 
analler than the reatt the Deutaohe Bonk and the Berliner 
Haiidela— Geaellschaft were not true universal banks for muoh of 
thla periodi and the Bank fflr Hanoel und Indue trie and the 
Sohaaffhauaen'aoher Baakverela were not partieularljr suoceaeftal* 
The Breadner Bank would repay further atodgr* 1!he Blaeonto- 
Geaelisohaft was a true universal bank; it had a reputation for 
auoceaai and it wae one of the two largeat Geznan Joint-ateok 
banka throuShout the period 1856-1 914* Uhfortunately the 
archive of the Bleconto-Geeelleohaft la not ourrently aooeeeible} 
BO the thesis will use industrial archives to examine the 
Disconto-Gesellschaft's relationship with industrial ooapaniea. 
After a tsaatnwnt of the llteza,tnBe, a auBaatien of other 
Blaoonto-Geaellaohaf t venturea ehewa that the ]>ortiiundeT Ibilon 
waa not an leolated eataatrophe, but that the Baraer l]liilon» the 
Mengeder Bergwerks-Actien-Geaellschaf t, and the Boohuner 
BergwBzke-Aotien-Geaellaehaf t, to nana but three* were 
sinilarly dleaetroua. 

The thesie will ooneentrate off heavy Induetry. Thle le a problea 
because returns from heavy industry are uaualiy low; but this 
oonoentxation on heavy Inftuatry la a blaa whieh oan be obeerved 
In the Dlaocnto-Geeellaohaft'a general InveatMnt polioy. inother 
eaphaale will be the boos and oiraeh of 1867-1875* The dleeertatlea 
augi^eatB that this was engr^r.dered by a spate of railway building in 
Garmany, Austria-Hungary, and the United States, rather than 



Kl«*bez«^batr«ot-5 
■np«rf iolal elsiwnta euoh h tto Gaznaii publlo Halted oamgnj !■» 
of 1670 or ttw rt«neh Indoonity for tho wur of 1870. Tbm aoetien 
that follows dlscuBsea why Geroany bas universal baziks and other 
oointrlos do not. The Ovsiendt Gimiar exlsis of 1866 and tte 
oollapM of tlw Cx^t Momior In 186? eonfixMd an infonal 
•opaxation tetweon ooaneroial and Inveataont iMnklng whloli 
already existed in France and. England* Italy^ the United StateSf 
and Belglw enaeted lawo to onf oroe thia aepaxatlon In xaaponae to 
tha world ooonoalo orialo of 1929-1933* Finally, MaoArtlwr 
Introdnoed the Aaerioan law Into Japan after 1945* Reopoaaaa 
to certain specific crises have led most other countries to 
onaot Iqr lav oz bj ouatoB » aaiaKatlon of invaatnent and ooaaoroiaX 
tanking* 

The final Motion of tte first <^ptor tries to anewer a 
question which naturally arises: if It vas not universal baiucs 
who financed Geznany's eoononio growth, where did thle DNnaj 
0€M frotf? After dlsovsslng aoM not idielly satlsfeotoaqr 
etatlatloal anpcoaohee taeed on eubeorlptlona to capital InoxttMes 
and attendance at annual general meetings, the section tton 
pireeeeda to give a general plotttre. Induatrlallata xalaed capital 
in the flzat plane from ze-lnveetlng pEofltsi eltter Sxam tte sane 
tixm, tte aane Induatry, or fron otter evooeaefol Inveatnents. 
The aeeond source to tap was relatives. The in-laws might then 
Introduoe tte Industrlaliet to otters wte had aade noney during 
tte period of prloltlve enpital aocunlAtlcn tef ore tte fVill 
Industrial zerolutlon was uatezed Into fisTHiny bj ite advent 
of tte railimye. These men oould ba merehants, operatora of 
transport and conveyance enterprises (Spedlteuren) . textile 
Mumf soturers or even professional nsn. k furttez sooroe was 
private tetdcers, wto ployed a aajor role In flnanolng QezMn 
industry, folvats taidurs night tten telng la JolaVstook 



banks or foMlgn lin«Btor»t tmt «• I will axgn* in ths ttmmXm, 
the role of jolnt-atoek banka vsa leaa than ia ecaaonly saawMd. 

Foreign Investors were extremely ifflportant^ espeoially Tor the 
Ruhr In the 1850* a. 

The aaoond ehaptor diaoaaaaa tha Biaoonto-Caaal 1 aoliaf t ItaalT* 
It ttaata tha origina of tha Siaoonta-GaaallMbaft aa a 
co-operative oredlt union foxned In raaotion to the orisia of 
1646, and how the Dlsconto-Ueaellsohaf t gradually outgxew these 
tanahla baginnings. David Hana— ann than oonvartad tba 
Oiaoonto-GaaallaohaTt into ft univaraal tankv partly to famd off 
ianinent ooB|Wtition fron other rivals like the Bonk fOr 
Ilandel und Industrie, and in the process introduced a new 
Gorpomta fom to Gexnany« tha KjoMandltaeaallaohaft anf iktlan« 
Tha Diaoonto-Gaaallaohaft found itaalf in n yxf strong poaitien 
during tha eriala of 1899 and vaulted into Ite Aront rank of 
financial inatitutiona. The chapter then discusses the rise 
of tha Olaoonto-Geaallaohaf t in tama of ita ralatlona to ita 
oonpetltora, nanaljt Sal* Oppanhain Jr« 4 Cla.i tha flouaa of 
Rotbsohlld} S* BleiohrOderi and tha Noidaautaoha Bank in Hanhnrg* 
The final eection diocuaaee tne very bureaucratic internal 
atruoture of the Dieoonto-Geeellscbaft; it goea on to treat the 
ohaxaoter of the auparviaoisy board, in partloular tba looal 
Berlin aarohanta and the govamaant olvll aarvanta* 

The third chapter diaousses a specific industrial 
venture of the Disconto-GeaellBoha£tt the Itortounder Union* 
tt baglna with tba Biaoonto-Goaallaobaft's aoqiniBlticn of tha 
Hanriohshlltta in 16571 tha hiatorias of tba other ooavenants 
of the Thiion, naioely the Dortnonder Btttta and Nauaohottlandt 
and the fonoation of the Union, with special attention to the 
rolaa of nriedrloh Grillo and Wilhala von B<nn> Tba obaptar 
annaaratea the worka of tba Vniont and glvaa a atatiatieal 
ovarvlav. The following oaetlon roooonta tha f inaneial hiatoajr 



of th» ItaiaiH- Ita nmnwu oapltal wduotloM aiid Mfatet Hkm 
rim$ of Hilfazdins, StllUeh, Ltoflaiia and Lmln itet tto 
Diseonto-G«Bell8chaf t made money out of these oapital xeduotiona| 
using tte olM« "A** piofexvnM m an taamsil»f tba Bisoont»» 
GMallMhnft is Man to lam loat aobatantlal ««■§• Tba oiiftpter 
tiwn tuma to apeoif io problana of tto Ibilon. Vixat la paraonnal 
questlonst a demoralized workforce, and a manageoient, whlohf 
although it oftan harbouzad aooa notabla talanta* mm ao 
dammllaaA ttot talantad mb fkafoantly laft tto tfeilen. 
Vto naxt iirobl«i la tto orippling of tto outlying wortof vhloh 
deaonstratee that the laergar was a mistake from the start. Tha 
HanrlotoUltta la uaad as an axaaplai tto daollna of tto ottor 
wnks is sasarisad in statlatios* 4 fooxth peoUaa «aa Ixon 
Ota auppliaat bat In thla tto Vtaion did not differ greatly from 
other German steel oomiianiea. A fifth problem was the Unioa's 
ooal Biqpliaaf 'whieh wax* ooaultad for produoing ooto« Sto 
pacoliar hiatwar of tto aeqdLsltion of tto ooUiasy "Adolf 
von Hanaeaann** la recounted, which greatly improrad tto Tftilon'a 
ooto poaltioo* Tto ohapter oonoludea ttot tto Union ran Into 
tvoilbla in tto aarly 1870* a baoanaa of ovaroapltaliaatioa, atodc 

loaaaat and \tm Diaoonto-GoaollaotaafVa plan of taving tto ntaion 

it 

ran at full capacity, evenj^it Bade loaaea* Anong tto Unlon'a 
long-texB probleffls were its geographical diaperaioni its poor 
looa t ioa (no water nmta until 1899)t taobnloal baekMasdnaaat 
ita bod luoik with iron ora ainaaf ita poor]jr>tiJMd and lll-otaoaeB 
aoquieitiona of eolllerlea, Its talented but denoralised managers. 
Its vertical Integration during a period of falling prloeot 
and ita inauffiolently eerere o^tal sadaetiens* Tto Slaoent^ 
Goaallscto^t should bear aooh of tto blsae f« ttoss iroblMst 
for encouraging tto Union to operate full out even if at a losst 
and for tto deleterious effects of tto original merger, tto 
gsographloal dlaparaloot tto vartioal intogration* and tto 



OTlpplliiff of tin oatlyitig vorka. Th» Uaeonto-GMtllaetaAft 
dMMiftllsad tte aamgsn tbeva^ intorf«rliv in tte Uaioa** 
opBrations, and navar oarrlad out a oapital saduotlon that ma 
aavara anough. 

Tha fourth ohaptar takaa a diffasant point of vlavi an 
an t re p ranaur (Krupp) oaaking funda for hia plant* Tlia 
ohaptar ahowa how Krupp met with repaatad tabuffa— trtm jttlya,\m 
baiters like Oppenheim and Heratatt, but also from universal 
banka lika tha Diaoonto-Oaaallaohaft and tha aobaaffhanaan'aohar 
BankvaraiiH- until ha found aoaa privata hankats tiho baliairad 
in hiB( nanaly Vilhaln ludvl^ laiohnann and Alnandar HayaaMJohn* 
The chapter diacusBea the Krupp loan of 1674* and sees how the 
Olaeonto-GaaaUaohaf t dealt with tha problan of providing funda 
to two eoapatlnff fizwt Xmpp and tha ItortMmdar Union. At 
firat tha Vnion and tha DiacontoM^aaallaohaft triad to have tha 
Saehandlung put pressure on Krupp to stop "dumping" in Russia. 
Vhan the Seehandlung did nothing, the Union aou|^t a dixaot 
agraaaant with KrupPi ultinataly in tha fomal oontazt of tha 
tail eavtal* 

The fifth chapter discusses one of the only two outstanding 
industrial successes of the J)i8Conto-Gesellsohaftt the 
GalaankirehKMr Barguarka-Aotian^aallaohaf t* Af tar a dioooaaion 
of tha fomation of Galaankizohanf ita aaaata^ and a atatiatioal 
aunnary, tha ehapter ^rivea an ovarviav of the 1670* a largely 
baaed on annual reports. It concludes that the GMG performed 
wall in tha 107O'a, whan ao nany of ita eootpatlteca auf farad 
aavaraly, for five raaaona. Firat of all* "RhainF>Elha* and 
"Alna** ware vary good propartiaat thalr ooal lay wall, it waa 
the beat quality gaa coal, and they were very large mines, 
Saoondly, their luck held and thay ware not riaited by aooidenta. 
Thirdly, Kirdorf waa a aanagar of gmitta. Iburthly, oontraota 
with Faria gaaworka provided Galaenkirohan with a naana of 



•a«ap» txaok the ▼ieloua (^^le of xmilwayB/ixomrariEB/oollioriM* 
Firthl/f oanaseraent and loen achieved incredibXe productivity 
InosMaM* Tbe •lghte«D^Mv«nti»a iopnaMd Kirdorf vith the 
BMd for prlcM ataliililT anil Biiltilatonl oontsols on eatpat— 
idsfts vhioh later bore fruit in ^ Mwnialt-WeetpiiaHii Goal 
Cartel. The chapter then discuases apeoial problena of this 
period* using Kivdocf *• ooxxoopeiiteioo with Bill 1ii8m11» Hmm 
apeelal frobleaa Inolvde the relatlcoahlp with the hanke} the 
■alaa to 0ao oompaaieaf taoome-tcadiag over eoal oontxacta with 
the Higdeburc^Halberatadt and Cologne-Minden BallMayai kirdorf*a 
atxacgle with nrleddoh OrlUot oonaolldatloa of tb» tue 
ooUlerlaa to gat around the oeoond ahaf t probloM and laprava 
the nine* a reputationt the flrat tentative atepe at expansion, 
when Kixdorl suggested acquiring an old shaft of "Holland") the 
atrogi^ for osq^ork aadBatat notablar Buriat BalgiuB* Blgat 
Ba t e rabarg t and a eutttroat oonteat for the Sutoh aaikatt and 
the investment of the GBAG*8 caah surpl\is. The Kirdorf/Buaaell 
correapondenoe ahowa a relationahip between induatrialiat and 
banker alallar to thoae of Bloh end Stalnthal at Itaanaaaann or 
HMalaohar and saioownaolai at the Rhelnlaehe Stahlwazka* Bat 
although the freedom of disposition remains with Kirdorf , Ruasell 
oan and doea Intervene more extenalvely than do Steiathal or 
SaloMnaotait beoanae of the anbigaoaa legal altaatien before Vb» 
refoacB af the ooapaagr law in 16841 beoanae of Klrdarf*a youth 
and inexperience; and because, as General Director of the 
OortBRndar Union* Suaaell had a teohnioal knowledge whioh neither 
Steiathal no* Salaaaiieefan oeuld elaln* 

The oonolnalon eaphaslaee onoe again the reaaxkabla lank of 
BuccesB which the Disconto-Gesellechal t met with In financing German 
induatry* and auggeata two reaaona wtgr private bankera were better 
at thla ttan imlveraal banka. flrat of all* ttaa natipUoitar of 
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privats banks Mant that iX OwmtaBlB we BMcetatt Mjaotad 
Kxuppt KniVP oottld 80 on knooking on doom mill ta> found ona 

opened by Oelchtnaim or MeyeivCohn. Secondly, the narrow capital 
b«sea of the private baziks prevented them Iron throwing good 
■onoy after bad aa th» Slaoonto-Ooaollaobaf t did wltii ttaa 
OortMndar Vnion* 



